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‘Bosnians renew 
_air strikes plea 
as children die 


leer leis sonia ee for Nato air 

gunners besieging Sarajevo, 

_Jeaherge he ell same a he went to I tis eran 
came as children 

_ between. 10 and 13, were killed in an artillery = 

sbantage which it a Playground ia tie Geo rhaid 

; part of Mostar, southwest Bosnia. Six other children 

: died in a mortar attack on Saturday. Page 2 


-. dapanese reform bid: Members of Japan's 
‘vroling coalition today meet the opposition Liberal 
~ Democratic party in an attempt to revive political 
-‘yeform plans, crippled by 2 revolt in the alliance’s 
- own camp. Page 12 


‘China leaps forward: China and Russia have 
emerged as centres of international takeover 


i - weally with overseas companies investing more 


than $22bn there in the past 12 months, according 
to accountants KPMG Peat Marwick. Page 13 


«gat ighte tor D-Morks A new German 

- party, the Free Citizens’ Alliance, plans to cam- 
-+, Paign for freedom, the market economy and the 
‘+: preservation of the Deutsche Mark. Page 12 


” Guropean Mi 


jonetary System: The currencies 
~ ofthe ERM grid converged slightly last week 
\ with attention focused elsewhere ox the dollar, 
stesiing and the yen. The D-Mark held its position 


% as the third strongest currency after the Bundes- 
’ bank decided against a cut in interest rates, while 
*. the Belgian franc showed little reaction to the 


- resignation of three socialist politicians from 


“3. the Tuling coalition. Currencies, Section II 





fluctuate 
cont of agreed central rates against the otter” 
: eee The exceptions are 
the D-Mark and the guilder which move in a 225 
"- percent band. 


QM ‘hid trath on losses’: General Motors’ 
top executives hid the truth about “scary” losses 
which ran inte billions of dollars two years ago, 
executive vice-president Bi Hogiand said on 
BBC television’s The Money Programme. In 1992, 
the world’s biggest industrial company suffered 
the heaviest anzival loss in corporate history, _ 

a huge $10b0. Boost for US cars, Page 3 


_ profits by 17 per cent to $149.9m in its fourth 
“quarter, Earnings per share rose by 22 per cent 
to 66 cents. Page 15 


Quake homefess suffer: Los Angeles hospitals 
reported a growing number of exposure-related 
Wnesses among people made homeless by last 
‘Week's earthquake. Government officials mobilised 
“the biggest urban aid programme in US history” 

- tohelp victims. Page 3 

* Chemicals blow: West German chemicals 
smanufactorers’ profits fel) sharply for the fourth 


. Successive year in 1993, and there is no sign of 


a lasting recovery. Page 2 

Swiss bank doubles profit: Bank J. Vontobel, 
the Zurich private hank, reported a net profit 

of SFr@3.1m ($22.8m), double the SFri5.9m earned 
im 192, thanks to booming profits from securities 


Austraflan minister quits: Australian prime 


: tminister Paul Keating lost his second senior mints- 


ter in.as many months, Alan Griffiths, minister 
for industry, technology and regional development, 

resigned amid allegations that party funds and 

_ Sectoral office facilities were misused. Page 4 


‘Banca in control: Banca Commerciale Italiana 
is to take nearly full control of its 48 per cent 


” ‘ahit'Banque Sudameris as a result of Dresdner 


Bank, Banque Indosuez, Paribas and Union Bank 

_ of Switzerland pulling out. Page 15 

Traineo firefighters killed: Twenty-one 

teenagers training to be firefighters died after 

they were trapped in a brush fire in southern 

Argentina. They were caught in high grass by 
shifting winds. 


+ xapidly 


‘Bank turnround: Banco Central Hispano, Spain's 
largest bank in terms of assets, saw Het group 

. Profits after minorities drop by 8 per cent last 
"Year to Pta48.4bn ($336m). The bank claimed it 

* had turned round the balance sheet after a 22 

.Der cent fall in income in 1982. Page 15 


" Gunmen kill 32: Gunmen believed to be leftwing 
. guerrillas fired automatic weapons at a gathering 


of political rivals in the town of Apartado, 300 
- miles north-west of Bogota, Colombia, killing 


. at least 32 people. Bight others were wounded. 


Actors die: Jean-Louis Barrault, one of France's 
greatest 20th century actor-directors, died in Paris, 


the wise-cracking, lollipop-sucking detective in 


- the 1970s television series Kojak, died of prostate 
-+ cancer in Los Angeles. He was 70. 
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yodorov to 
ask Yeltsin 


not to 


drop 


reform plan 


By Leyla Boutton in Moscow 


Mr Boris Fyodorov, the outgoing 
Russian finance minister, is 
expected today to make a 
last-ditch plea to President Boris 
Yeltsin not to abandon the 
course of reform he launched twa 


years ago. 

The meeting between Mr Fyo- 
dorov and the president was 
suggested by Mr Victor Cherno- 
myrdin, prime minister, after he 
unexpectedly rejected the finance 
minister’s resignation. Ahead of 
the talks Mr Fyodorov had not, 
however, changed his intention 
to quit unless at least some of his 
conditions for staying were 
met. 

International alarm over the 
government's intention to use 
“non-monetary methods” to fight 
inflation was confirmed at the 
weekend by the new govern- 
Ment’s first spending decisions. 

Mr Alexander Zaveriukha, dep- 
uty prime minister for agricul- 


Fyodorov adrift in a sea 
of promises .............—.--Page 2 





ture who is close to the pro-Com- 
munist Agrarian party. 
announced that the new cabinet 
planned to spend up to Rbs14 tril- 
[Hon on agricultural subsidies in 


1994, “This is fully within the-- 


scope of our state budget.” said 
Mr Zaveriukha, omitting to men- 
tion that Russia as yet does not 
have a budget for 1994. 

Mr Sergei Alexashenko, deputy 
finance minister, said the Rbsi4 


the whole of 1993, represented an 
increase from 7 per cent to 10 per 
cent in spending on agricultural 
Subsidies. They have proved inef- 
fective so far. 

Mr Alexashenko also disclosed 
in an interview that the govern- 
ment had decided on Saturday to 
double the amount of money it 
would ask the central hank to 
print in the first quarter of 1904. 
The government had initially 


arranged to ask for Rbs7 trillion, 
but on Saturday settled for Rbs15 
trillion. Mr Alexashenko said 
increased reliance on such infla- 
tionary forms of financing would 
push inflation up to between 35 
per cent and 37 per cent a month 
in June-July from a present 
monthly level of about 20 per 
cent. 

A US Treasury official accom- 
panying Mr Lloyd Bentsen, trea- 
sury secretary, on a visit to 
Japan, was quoted as saying in 
Tokyo last night that the Interna- 
tional Monetary Fund seemed 
unlikely to release a $1.5bn loan 
to Russia because the reforms 
“have gone off track.” 

Mr Fyodorov announced he 
was quitting after Mr Cherno- 
myrdin rejected his demands for 
the removal of both Mr Zaveriu- 
kha and of Mr Victor Gerash- 
chenko, the central bank chair. 
man, who believes that tough 
monetary and fiscal policy are 
Bot what Russia needs. 

Mr Chernomyrdin, angered by 
Mr Fyodorov’s announcement of 
conditions under which he would 
stay in government, said only on 
Friday that his departure was 
“not a wage 

But on Saturday, possibly sur- 
prised by the international out- 
cry over Mr Fyodorov's depar- 
ture, Mr Chernomyrdin told the 
finance minister be would not 
accept the resignation and could 
not understand why he wanted to 
leave. Mr Fyodorov is said to 
have replied he could not under- 
stand why Mr Zaveriukha had 
been appointed deputy prime 
minister and not he, In a govern- 
ment where rank plays an impor- 
tant role in spending decisions; 
the complaint is less petty than it 
would seem. 

In another sign that he under- 
estimated Mr Fyodorov’s impor- 
tance to international confidence, 
Mr Chernomyrdin is said to have 
complained to Russia's represen- 
tative at the IMF about the post- 
Ponement of its mission to 
Moscow this week, which he had 


Diplomatic bag 
Whiff of revolt at 
im the Foreign Office 


- stantial pi 









O'Reilly prepares 
for newspaper battle 
Page7 





Man with a mission 












Pitching in: California National ‘Guardsmen set up tents to shelter ‘some of the 14,000 people Teft homeless 


by the Los Angeles carthquake or fearful of returning to their houses. Report, Page 3 


Frakes 


Bentsen warns of review of 
US-Japan trade agreements 


By Paul Abrahams in Tokyo 


Mr Moribiro Hosokawa, 
Japan's prime minister, is to 
meet President Bill al in 


what the reexamination might 
entail But his statement shows 
that the US has no intention of 
letting up pressure on the embat- 
tled Japanese government, which 
has had to defer other business 
while it attempts to reach a com- 
promise with the opposition on 
political reform. 

“I do not mean [the re-exami- 
nation] to be a threat. But we are 
just facing the realities of the sit- 
uation,” Mr Bentsen said yester- 
day after meeting Mr Hosokawa 
and Mr Hirohisa Fujii. finance 


counted on to unblock the foan. minister. He said the discussion 





Israel and 
PLO see 
signs of 
progress 


By Jullan Ozanne in Jerusalem 


Intensive diplomatic activity 
yesterday injected fresh momen- 
tum into the Middle East peace 
process as Israel and the PLO 
expressed cautious optimism 
about progress in stalled peace 
negotiations and Jerusalem 
renewed an offer for uncondi- 
tional talks with President Hafez 
al-Assad of Syria. 

The signs of progress came on 
the eve of the resumption of 
peace talks between Israel and its 
Arab neighbours, due to begin in 
Washington today. 

Mr Shimon Peres, Israeli for- 
eign minister, said Israel was 
“pretty close” to reaching agree- 
ment with the PLO after he met 
Mr Yassir Arafat, PLO Chairman, 
in Oslo on Saturday. Mr Peres 
said Mr Ahmed Qurie (Abu Ala’a) 
of the PLO and Mr Yoel Singer. 
an Israeli legal adviser, would 
meet in Paris during the week to 
Sumumarise points of agreement 
and exchange documents. Mr 
Peres said there was a more than 
50 per cent chance a final agree- 
ment could be reached when he 
meets Mr Arafat again at the 
Davos Economic Forum in Swit- 


Continued on Page 12 


OECD employment 
study recommends 
higher capital tax 


By David Goodhart 
and Edward Balls 


Higher taxes on capital to offset 
Teductions in non-wage labour 
costs is one of several radical pro- 
posals for reducing unemploy- 
tment suggested in a study by the 
Organisation for Economic 
Co-operation and Development. 

The draft policy conclusion of 
the long-awaited report, which is 
likely to shape debate at Presi- 
dent Bill Clinton's Group of 
Seven jobs summit in March, 
emphasises the need for greater 
flexibility in labour markets to 
increase employment but falls 
short of advocating wide US-style 
wage differentials and labour 
market deregulation. 

The report, a copy of which has 
been obtained by the Financial 
Times, has just been sent to the 
24 member governments. It is not 
due to be published until June. It 
finds little evidence that trade 
with low-wage countries is a big 
cause of unemployment in the 
developed world. It does, how- 
ever, explicitly link long-term 
unemployment to rising levels of 
crime and drug abuse and an 
“unravelling of the social fabric”. 

Mr Jean-Claude Paye. the 
OECD secretary-general who was 
commissioned to produce the 
report by member states in June 


1982, rejected the accusation that 
he was being alarmist about the 
effects of unemployment. 

“There is a link between unem- 
ployment and crime and drugs, 
and I would be happy to see a 
mandate from member countries 
to study that link,” he said in an 
interview. 

He said the US had much more 
employment flexibility than 
Europe but at the expense of 
social solidarity, and he warned 
that a policy emphasis on Mexibil- 
ity and deregulation alone could 
lead to social dislocation. 

The OECD's policy proposals 
have eight points at their core: 
nurture an entrepreneurial cli- 
mate; i labour force skilis 
and competences; enhance the 
diffusion of technological know- 
how: increase wage and labour 
cost flexibility; job secu- 
rity provisions; increase working- 
time flexibility: encourage a 
switch from passive to active 
labour market measures; and 
reform benefit systems to 
increase work incentives. 

On cutting non-wage labour 
costs, the report says: “A signifi- 
cant revenue-neutral cut in pay- 
Toll taxes could yield important 
increases in employment over the 
medium term.” 


Economics Notebook, Page 17 
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had been “very candid”. The US 
wants Japan to open its market 
to greater imports and to take 
measures to reduce the country’s 
record $120bn-a-year trade sur- 


plus. 

Mr Bentsen said: “Japan is out 
of step. It has the lowest penetra- 
tion of manufactured imports, 
‘and jt has the lowest” foreign 
investment levels among the 
major nations.” 


The negotiations’ sticking 





LDP in reform talks ...Page 12 





point appears to be the creation 
of indicators to ensure that any 
agreements are properly imple- 
mented. The Japanese fear that 
any objective criteria would form 
a commitment to set aside cer- 
tain market shares to overseas 
companies. 

Mr Bentsen said: “From our 
perspective, we would far prefer 
no agreements to weak agree- 
ments. They would have to 
include indicators to show we are 


making progress.” He also called 
for a sustained and strong fiscal 
stimulus by the government. He 
said Japan had promised in the 
past to do what was necessary to 
achieve strong domestic demand- 
led growth and a highly signifi- 
cant reduction in its current 
account imbalance. In theory a 
domestic recovery would draw in 
imports. 

“If you look at the figures, that 
hasn't happened yet. ln addition, 
the forecasts are not very encour- 
aging,” he said. 

Mr Fujii had agreed it was not 
in the interests of Japan or the 
test of the world for Japan to 
have such a large trading sur- 
plus, Mr Bentsen said. The 
finance minister yesterday prom- 
ised serious and vigorous efforts 
to launch a new stimulus pack- 
age, including tax cuts to spur 
domestic demand. 

The US wants liberalisation of 
the Japanese insurance market 
and increased imports of US 
vehicles and automotive compo- 
nents. 





_Which one goes first? 
Get me to the airport 


on time 
Business travel, Page & 






-|Piéch may 
sue former 
managers 
of Seat 
over losses 


By Peter Bruce in Madrid and 
Christopher Parkes In Frankfurt 


Mr Ferdinand Pitch, Volkswagen 
chairman, has threatened puss:- 
ble [egal action ayainst former 
managers of Seat, VW's Spaush 
subsidiary, for athegedly conceal 
ing immense losses that drove 
the whole group intu a DM2.3bn 
{$1.33bn) deficit last yeur. 

A meeting on June 23 last year 
of Seat's supervisory board, 
which includes VW executives, 
was told the subsidiary would 
make 2 DM150m loss, Mr Puch 
said in an interview with Fl Pas, 
published yesterday. 

Since then, group auditurs bad 
discovered that Seat's manaze- 
Tent had been presented ane day 
earlier with a report from Mr 
Eberhardt Muller, then finance 
director, warning that the com- 
pany was technically bankrupt 
because its 1993 losses would 
exceed its capital of Ptagubn, 
about DMIbn. 

Mr Piach indirectly accused Mr 
Juan Antonio Diaz 
mer Seat chairman, 
the truth. He said: “Personally, 
and this has to be proven, [ 
believe at least three peuple on 
the management board of Seat 
must have known about the 
report.” 

Mr Diaz was dismissed lost 
September. Since then, VW has 
confirmed that Seat lost DM1.tbn 
in 1993. Restructuring costs, 
including closure of a Barcelona 
factory, are estimated at a fur. 
ther DM&00m. 

From a German point of view, 
the DM150n loss rstimale issued 
gn June 23 was deliberate misin- 
formation. Por Mr Pitch that was 
“an action that could have penal 

ences”. 

VW said at the weekend that 
independent auditors had been 
appointed to investigate, and that 
decisions on possible conse- 
quences, including legal action, 
would have to wait until they 
had reported. 

Mr Piéch, whose career so far 
as VW chairman has been 
blighted by the criminal investi- 
gation of his new production 
director, Mr José iynacio Lipez 
de Arriortwa, and the Seat crisis, 
also forecast further lusses in the 




















Continued on Page 12 





~ AN OFFICE 
YOU CANT REFUSE. 


Pe you resist a thriving portfollo of hi-tech riverside premises? Or 


NAME: 
TITLE:. 
COMPANY: 
_ ADDRESS, 





[ THEI BiG FOUR BANKS OF TYNE AND WEAR 


neighbours like BA, the AA, Celinet and more? And even a multitude of attractive 
financial incentives that others would find very hard to match? 

Cal O800 838888 or cut the coupon. And don't miss out on an 
-Opportunity to improve your business outiook. 


To: Tyne and Weer Development Corporation, Scotswood House, Newcastle Business Park, 
Newcastle-upomTyne NE¢ 7YL 




















é 


























hig increase in subsidies to the 
farm sector announced by Mr 


Prime minister for agriculture, 
and a doubling in the amount 
of money the central bank will 
be asked to print to support 
expenditure which cannot be 
covered by budget revenues. 


r Boris Fyodorov’s 

decision to resign as 

Russian finance min- 
ister underlines what is widely 
seen as the chief obstacle to 
successful market reform: rul- 
ers who cannot resist making 
promises they cannot keep. 

“I can control the spending 
but oot the promises,” Mr Fyo- 
dorov told the Financial Times. 
“Other people in the govern- 
ment think that just because 
they are sitting in the White 
House [government headquar- 
ash they have the god-given 
don't understand you cannot 


Stung by the international 
outcry over Mr Fyodorov’s res- 


do it.” ignation, a spokesman for 
Mr Fyodorov, @ leading Prime Minister Victor Cherno- 
reformer, fears that spending myrdin said his new course 


in Russia is about to run out of 
control, fuelling inflation and 
undermining any hope of stabi- 
lising the Russian economy. 
The first sign, since his 
announced departure, that the 
new cabinet is ready to loosen 
the government purse strings 
came at the weekend: the first 
spending decisions included a 


a plan to spend up to $500m 
(£338m) on a new parliament 





Recovery 
eludes 
By Laura S&ber in Belgrade 
Germano o[™" 
a Fighting increased throughout 
Chemicals | 2222,tees Ser, 
week on the former Yugoslav 
io Orda ania “appaaiod 
























Serb gunners besieging Sara- 
Jevo, the capital. 

Mr Haris Silajdzic, the Bos- 
nian prime minister, said a 
mortar attack on Saturday, in 
which six children died, was 
another Serb snub to a passive 


for Nato air strikes against 
West German chemicals i - 
manufacturers’ profits fell 
sharply for the fourth succes- 


association. 

The world marketplace had 
undergone a fundamental 
change, and it was no longer 
possible to make certain prod- 
ucts competitively in Ger- 
many, he said in a new year 
review. 


Aggregate earnings tumbled 
30 per cent in 1993, following 
a similar slump the previous 
year and falis of 20 and 25 per 
cent in 1991 and 1990 respec- 


tively. 

Prices in Germany for raw 
materials, labour, energy, 
environmental protection, 
taxes and social welfare were 
far higher than in many other 
countries. Bat industry's inflo- 
ence over these cost factors 


By Robert Mauthner, 
Diplomatic Editor 


President Bill Clinton of the 


The indigenous industry 
could succeed only if it was 
able to bring imnovations to 


bureaucracy and legal hin- 
drances to investment, and 
popular acceptance of the need 
for scientific and technical 
progress. 

Government health reforms 
led to a 4 per cent drop in 
drags production last year, Mr 
Becker claimed, compared 
with an overall 3 per cent 
decline in the industry's vol- 


building provides a telling 
example of how Russia’s rul- 
ers, in Mr Fyodorov's words, 
look “at a problem and decide 
to throw money at it regardless 
of whether this money exists". 

For all his tough words, Mr 
Chernomyrdin has appeared 
unable to resist the pressure to 





The leading reformer fears the worst for 
Russia’s economy, writes Leyla Boulton government, bo Bae 





make promises he cannot keep. 
The state owes about 
Rbs1,000bn to the defence 
industry for weapons it 


coal miners, without putting 


world. In a letter to Mr Boutros 
Boutros Ghali, UN secretary- 
general, Mr Silajdzic said: 
national community, mocks 
the dignity of the United 
Nations and renders senseless 
all of our efforts to reach peace 
through negotiations.” 


yesterday during a visit to 
Paris that there was uncer- 
tainty about the Nato strategy, 
despite the alliance renewing 
its pledge at a summit two 
weeks ago to use air strikes to 


West’s resolve 
dissolves into 
uncertainty 


lem prime minister, appears 
fully justified in making his 
latest appeal for Nato air 
strikes on Bosnian Serb posi- 
-tions. Sarajevo, after all, has 


"been désignated by the UN as a 


“safe area,” a status which has 
never been respected by the 


NEWS: INTERNATIONAL 


Fyodorov adrift in sea of promise 


Fyodorov said. “But here it 


restructure or consider clos- works, so why should peonle 
ing unprofitable mines. stop doing it?” 
Such promises have left Mr Supporters of Russian 
Fyodorov in the uncomfortable reforms believe the west must 
ee alan Pgh langle Aye, Nearest glad 
by telling people there are no budget expenditure which can- 
funds ~ save by printing not be cut overnight, But they 
money and fuelling inflation. also argue that this can hap- 
pen only if spending is not in 
the- hands of people Hke Mr 
Zaveriukha. 
if Mr Fyodorov leaves the 
government, he to focus 
ity in pare m 
liament, to take his fight to | marred by rapid inflation, 
elections | swollen budget deficits and 


And he adds that Russia's 
main problem {s not so much a 


insufficient competition in the 


to 


lack of money but a waste of it. “We have to talk to people 

“You find that in 90 per cent more and conduct more propa- | the General Agreement on | 
of cases, money is misspent or ganda to tell them how things | Tariffs and Trade. 

people did not need it,” he said. work. Then we will have a sec- | In-a report on the countty’s 
Corruption and inefficient ond chance in the elections.” trade policies and practices, | 
institutions meant that subsi- © But pessimists believe a sec- | the Gatt secretariat says, ram- 
dies rarely reached their tar- ond chance may not material- | pant inflation - currently 
gets, while those most in need ise if, by that time, Mr Cherno- ing 70 per cent a year — 
of support felt abandoned by myrdin’s muddling through to restrain 
the government. “If you stand goes so badly wrong that the 

in front of the British Treasury people will be ready for medi- 
for an hour and shout, nobody _ cine more drastic than even Mr 

will give you any money,” Mr Fyodorov proposes. 


Bosnians renew air-strike plea 


prevent strangulation of Sara- to do their job. 
Jevo and UN “safe areas”. 

Mr Christopher said he was 
confused about the French 
position towards Bosnia and 
had to confer anew with 
Britain and Germany. But he 
reaffirmed that the US 
remained committed to the 


é 


Nato position. stinging attack on western 


Lieutenant-General Francis 
Briquemont, the outgoing com- 
mander 


In Bosnia, three children 
killed 


y reported 

in a Moslem attack on the 
Croat-held part of Mostar. 
Kieran Cooke adds from 


begovic, Dr Mahathir said the 
west’s policies amounted to 
hypocrisy at its worst. 


‘ume output. 
Deliveries of chemical fibres 
fell 12 per cent; producer 
prices were down 2.6 per cent; 
and industry-wide turnover 
from these products slipped 
5.5 per cent to DM1i55bn 
(£60.5bn). 

Production of basic inor- 
ganic chemicals fell 5 per cent 
while organic chemicals prices 
were 6 per cent lower than the 
previous year. 

The industry shed almost 5 
per cent of its workforce, cut- 
ting 29,000 jobs, said Mr 
Becker, adding that labour 
cuts would continue this year. 
Investment dropped toa 
DM9.5bn from DM11.3bn in 
1992, while spending on 
research and development was 
maintained at DM10.6bn. 


Canada 


by Bosnian Serb gunners on 2 
district of Sarajevo only a few 
hundred metres from UN 
peacekeeping force headquar- 
ters, in which six children 
were killed, Mr Haris Silajdzic, 
the Bosnian government's Mos- 


peacekeeping 
on the ground in Bosnia - 
France, Britain, Spain and 
self-contradictory positions on 
the subject. On the one hand 


they have put 
the Nato declaration: on the 


they 
their troops at the end of 
spring. But what, only a few 
days ago, appeared to be 
almost a foregone conclusion, 


i 


- have adopted 


their names to 


tary, 

doubt about the wisdom of 
withdrawal after his visit to 
British troops im central Bos- 
nia at the end of last week 
than he was before, 

The foreign secretary said 
that the UN aid effort in a 
Tegion contested by Bosnian 
Moslems and Croats was work- 
ing better than was generally 
realised. A record six aid cop- 


worse”. 


a feeling 
the region that if Unprofor 
troops’ were to ledve “the sav- 
agery of the war would be sub- |’ 
stantially 


that a decision on whether to 
withdraw British troops is not |- 
imminent. 

With the UN, Nato and their 
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rance is rapidly adopting a 
more international approach 


generation President 
pulled France out of Nato's inte- 
grated command in 


defence from the US towards 
Europe. The new policy wiil be 
enshrined in a French defence white 
paper due to be published next 
month, as the doctrinal basis for the 
country’s 1995-2000 defence pro- 
gramme to be presented to parlia- 
ment later this year. 

“The best Nato sommit ever, from 
France's viewpoint,” was how a 
senior Etysée official summed up the 
Brussels meeting. 


Léotard: military/cultural heritage The summit endorsed the Maas- 


David Buchan on the quiet revolution which sees 
Paris breaking away from its go-it-alone tradition... 


tricht treaty’s concept of a European. 
defence identity. It agreed that Nato 
assets could be used by the Western 
European Union defence organisa- 
tion in purely European operations 
and proposed the setting up of “com- 
bined joint task forces”. This piece 
of military gobbledygook is designed 
as political cover for bringing imto 
Nato planning a France that refuses 
formally to re-enter the alliance's 
regular integrated command. 

“We cannot put the 1966 decision 
in question,” Mr Francois Léotard, 
France's defence minister, said 

“it is now part of our military/ 
cultural heritage.” 

But France's satisfaction at Nato's 
green light for European defence is 
tempered by its gnawing worry at 
the sharp decline of interest among 
many European countries on mat- 
ters military. Mr Léotard asked 
recently whether “the concept of 
defence which is taking root in 
northern Europe” - neutrality in 
Scandinavia, and lack of interest in 
countries like Germany and. the 


Europeans. 

A current draft of the white paper, 
the first for 20 years, argues that 
"defence of France's vital interests 
can be envisaged with Britain and 
Germany”, that this co-operation 


can include discussions on nuclear pean partners, 


— Europe must now have the 


capacity to export security.” 


draft, involves remed| 


"Te says the white: paper. 


our political commitments require 


long-range intervention by our — 


forces." In all arms programmes, a3 


France goes on the defence offensive _ 


ing fall below 3.1 per cent of national 
- output, 


have been accepted: precisely’ 


because, in the words of a top 
French officer, “more than 90 per 
cent is spent at home - a form of 
payers ready to see Inore of their 


tions that France's new co-operative 
stance on defence will bring. 
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| National Guard puts up tents and kitchens for 14,000 as concerns over health care grow 


‘Record aid programme pledged for LA 


By Louise Kehoe In San Francisco 


us alert officials mobilised 
“the biggest urban aid programme in 

US history” over the weekend to help 
nem of the Los Angeles earth- 


quake. 

The National Guard erected tents 
and kitchens in parks and playing 
fields to shelter up to 14,000 homelace 
people and ‘those afraid to return to 
ther damaged dwellings. Red Cross 
shelters are housing a further 6,000 

and feeding another 3,000. 


“ Health authorities sent teams of 


doctors and nurses to makeshift 


camps over the weekend as hospitals 
reported a growing number of expo- 
sure-related illnesses, 

With many doctors’ offices and 
chemists closed, there is growing con- 
cern about health care. Eighteen hos- 
pitals in the region have closed all or 
part of their facilities because of dam- 
age and staff shortages. 

President Bill Clinton announced 
the release of $283m to help disaster 
relief efforts, bringing the total 
amount of federal aid to $639m in 
funds for low-interest loans, $41m for 
emergency highway repairs and 
$143m in emergency grant funds. This 


week, an emergency appropriations 
bill is expected ta be presented to 
Congress seeking additional spending 
for earthquake repairs. 

“Los Angeles will come back. 
Together with the people of Los 
Angeles, we'll help ta make that hap- 
pen,” the president said in his weekly 
radio address on Saturday. 

By early Saturday over 12,000 peo- 
ple had applied for financial assis- 
tance at government emergency aid 
centres or by telephone. The Federal 
Emergency Management Agency, 
which last week came under sharp 
criticism for its inadequate response, 


said that it would open six additional 
centres where earthquake victims can 
apply for housing grants and low-in- 
terest loans. 

Mr Richard Riley, education secre- 
tary, said his department “is fully 
committed to making sure that we do 
everything necessary to help restore 
the Los Angeles schools”. 

Damage from the earthquake Is 
more widespread than initially 
thought, officials said. South Central 
Los Angeles, the site of riots in 1992, 
has sustained substantial damage. 
The worst hit areas are to the north, 
in the San Fernando Valley, and to 


the west, in Santa Monica. The cen- 
tral business district of Los Angeles 
emerged largely unscathed. 

Seismic experts studying the 
uneven pattern of damage from last 
Monday’s earthquake, which mea- 
sured 6.6 on the Richter scale, now 
believe that shock waves bounced off 
the mountains surrounding the San 
Fernando Valley, exacerbating the 
impact on certain areas and reducing 
it in others. 

Ground forces equal to the force of 
gravity, far higher than might be 
expected from an earthquake of this 
size, were recorded in some areas. 





US carmakers |Clinton backs California over tax! 


see off foreign 


By Kevin Done, Peugeot and the Rover group's 
Motor industry Correspondent Sterling cars operation. 

Of the survivors Alfa Romeo, 
General Motors, Ford and part of the Fiat group of Italy, 
Chrysler, the big three US car- suffered a 53.1 per cent fall in 


makers, increased their sales 
of cars and light trucks in the 
US by 10.5 per cent last year, 

ining market share at the 


expense of both Japanese and 
1. European vehicle producers. 


Helped by strong perfor- 
mances by Chrysler and Ford, 
the big three captured 73.9 per 
cent of the US light vehicle 
market, up from 72.2 per cent a 
year earlier. 

The total light vehicle mar- 
ket rose 8 per cent to 13.92m 
from 12.89m a year earlier, the 
highest level since 1989, Sales 


’. of new cars rose 3.7 per cent to 


852m, but the strongest 


: growth came from the light 


truck ‘sector - pick-ups, 
four-wheel drive sport/utility 


‘vehicles and multi-purpose 


vehicles — where sales climbed 


The share of imported cars 
and light trucks fell to 16 per 
cent from 18.6 per cent. 


= Japanese vehicle makers 
Bhave lost market share for the 
. last two years, falling to 23.1 


Bezel 8 ot pe a 


sales to only 1,325. 

The Volkswagen group, the 
only European volume car- 
maker remaining in the US 
market, has also suffered a 
drastic fall with total light 
vehicle sales dropping by 31.5 
per cent to 62,064. 

Sales by the VW brand fell 

347 per cent to 49,536, while 
sales by its Audi executive car 
division dropped 15.1 per cent 
to 12,528. 
BMW of Germany has gained 
ground, however, with an 
aggressive pricing policy and 
was the leading European 
importer in the US after boost- 
ing sales last year by 18.8 per 
cent to 78,010. 

Jaguar, the UK laxury car 
subsidiary of Ford of the US, 
has also halted its decline, 


15.5 per cent to 5.4m and increasing US sales by 46.7 per 
*- accounted for 89 per cent of the cent to 12,734. 
total light vehicle market. Forced by rising losses to 


abandon the US car market a 
couple of years ago, the Rover 
group has been enjoying 
increasing success with its 
Land Rover utility vehicles, 
which increased sales last year 
by 1s 15.9 per cent to 4,907. 

The company is aiming to 
quadrupie US sales’in the next 
couple of years with the 
launch later this year of the 
Discovery range. 

Although Japanese vehicle 
makers lost market share last 
year, they continue to increase 
North American production. 

The output of cars and light 
trucks in North America in 
Japanese plants and at Japa- 
hese/US joint ventures man- 
aged by Japanese producers 
rose last year by 6.6 per cent 


Vokene Volume ‘Share (%) Share (%) 

(Units} Changel%)  Jan-fiec 83 Jan-Dec 82 
US CAR SALES 8,518,000 +37 100.0 100.0 
tmports 1,844,000 76 21.7 24.3 
Japanese makes 2,481,000 +04 29.1 30.1 
-of which NthAm-buiit 71,265,000 +9.0 14.9 14.4 
Japanese derived" 2,889,000 +0.2 34.0 35.2 
European makes 308,000 69 36 40 
US CAR SALES BY 
MANUFACTURER: 
General Motors" 2,903,000 +23 42 4.6 
Foi" - 1,878,000 45.7 22,1 21.6 
Chiyster 834. 422.7 98 83 
Toyotvexs 742,000 -2.4 87 93 
.Honda/Acura 718,000 -6.8 8.4 
Nisean/infiniti 482,000 +165 5.8 5.0 
Mazda 260,000 +4.7 34 3.0 
Mitsubiahi 168,000 +7.B 23 : 3 
Hyundal 109,000 +02 
BMW 78,000 +188 og 08 
Volvo | 73,000 +A 09 os 
Mercedes-Benz 62,000 -22 oF oe 
Vorswagen/Audi 56,000 35.8 . 
Saab (GM) 19,000 -29.0 02 0.3 
Jeguar (Ford) 13,000 +46.7 0.1 0.1 
“Porsche 3,700 ~9.4 a0 0.0 
Alfa Romeo (Fiat) 1,300 3.1 0.0 0.0 
SALES ers +15.5 100.0 100.0 
imports 389,000 -29 72 38 
US GAR & LIGHT 
TRUCK SALES 13,917,000 +8.0 100.0 100.9 
General Motors™ 4,667,000 +61 35 1 
Ford 9,562,000 +416 25.6 248 
Chryster 2,048,000 419.5 147 13.3 
Japanese makes 3,212,000 +24 23.1 243 
Te 1,083,000 +0.9 7A 79 
Nigsan/infinitl 688,000 +172 49 45 
CANADA CAR & . 
UT TRUCK SALES 1,171,000 3.3 100.0 100.0 
NORTH AMERIGAN 
GAR PRODUCTION 7,314,000 +98 100.0 100.0 
Sunt 1,788,000 46.7 24.8 25.2 
Gana tuck 
PRODUCTION 49,095,000 «#115. 100.0100 
-ot ‘which US 10,854,000 4111 ao9 83.1 
-of which Canada 2,241,000 +132 17.4 16.9 
Manto 2,180,000 +6.6 16.4 72 

jetidee sepsnie, makes pm sapanese Geshe coms wed weder GBM. Ford & Cixyabr askes 

“Gal excloces Seeb. Ford excludes Jaguar, 
‘fincudes folnt ventures managed by Japanese producers. 
‘THinctunies medium ond re hom ‘rock 
‘Seurce . Auomotve News. 





NOTICE TO SHAREHOLDERS 


<> KOBE STEEL, LID. 


The English version of the interim report 
for the half-year ended 30th September 1993 
has been published and may be obtained from: 


Kobe Steel Europe Lid. 


“Alton House, 174/177 High Holborn, London WC1V TAA 
Tel: (071) 936- 1225/Fax: (071) 240-7200 





By George Graham 
in Washington 


The US Justice Department 
bas kept President Bill Clin- 
ton’s campaign promise to Cal- 
ifornia by backing the state in 
its 16-year-old tax case against 
Barclays Bank of the UK. 

In a brief filed last week with 
the Supreme Court, Mr Drew 
Days, the solicitor general, 
argues that even if the US fed. 
eral government has since 
objected to California's unitary 
system of taxation, in 1977, 
when the Barclays dispute 
began, it had merely expressed 





a preference for the interna- 
tionally recognised arm’s- 
Iength tax method - not 
enough to throw out the uni- 
tary method on constitutional 
grounds, 

If California were to lose the 
case, it would have to pay 
around $400m of refunds to 
Bareiays and other foreign- 
owned companies which have 
disputed their unitary tax 
assessments. It could face 
another $1.3bn of refunds in a 
related case brought by Col- 
gate-Palmolive, the household 
products group, involving US- 
based multinationals. 


California would also lose 
another $2.4bn of taxes it has 
claimed but not yet collected 
under the unitary method, in 
which companies may be asked 
to pay taxes on a percentage of 
their parent group's worldwide 
income, rather than only on 
income they have earned in 
California. 

The Justice Department 
opinion is particularly impor- 
tant because the case against 
the unitary method hinges on 
the constitutional argument 
that it interferes with the fed- 
eral government's powers over 
foreign trade, 


These days the Welsh Dragon is a real high flyer since two 


international giants of the acro engineering industry chase Wales. 


British Airways has its new engineering base at Cardiff 


Airport and recently General Electriz (USA) has moved to nearby 


Nantgarw. where they service aircraft engines for famous names 


like CFMI, Ralls Royce and Pratt & Whitney. 


With more than a little help from the Welsh Development 


Agency, both companies were not merely able to tind the right site, 





As a fallback position, Mr 
Days argues that even if the 
Supreme Court decided in 
favour of Barclays, it should 
dismiss Colgate’s claim: and 
even if it ruled against Calif- 
ornia in both cases, it should 
not order refunds, as it has 
already changed its tax law in 
a way that meets the com- 
plaints made against the uni- 
tary method by foreign govern- 
ments. 

Previous administrations 
have argued strongly against 
California but Mr Clinton bad 
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promised to back the state if | A one-year-old Los Angeles child looks out of her makeshift 


elected. 


bedroom in the boot of a car over the weekend 
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tout also the right people from Wiles’ skilled and flexible workforce. 


The WDA has also assisted in rhe development ofa hocul 


supplier infrastructure ro ensure vital companents are ubways at han. 


To get your business off the ground, put the Welsh Advuntige 


ta your advantage. Call the team at Welsh Development [nter- 


national on 0222 666682, by fax on 0222 668279 oar write bs 


Welsh Development International, Welsh Development Agency, 


Pearl House, Greyrriars Road, Cardiff CFT SAX. 





THE WELSH ADVANTAGE. 


ONE DRAGON 
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ANC looks at how to pay for its programmes 


Patti Waldmeir reports on the ambitious economic goals of South Africa’s probable new rulers 


ow for the hard part. 
As the African 


National Congress 
stands on the threshold of the 
political kingdom in South 
Africa, ANC leaders at the 
weekend launched a new and 
more difficult battle; the strug- 
gle for economic power with- 
out which political rights are 
meaningless. 

“No political democracy can 
survive and flourish [ff the 
mass of our people remain in 
poverty, without land, without 
tangible prospects for a better 
life,” says the foreword to the 
ANC's draft Reconstruction 
and Development Programme 
(RDP), endorsed at a2 weekend 
conference of ANC allies. “We 
must not perpetuate the sepa- 
ration of our society into a 
‘first world’ and a ‘third world’ 
- another disguised way of 
preserving apartheid.” 

The crux of the problem is 
how to raise the mass of South 
Africa's people out of third- 
world poverty. The draft pro- 
gramme dodges the hard 
choices, and is probably better 
understood as an election man- 
ifesto than an economic plan. 
It sets ambitious goals - over 
the next five years, 1m homes 





will be built, 25m houses elec- 
trified, clean water, sanitation 
and health care provided for 
all. But financing is at best 
vague, at worst unrealistic. 
Nothing is costed, no priorities 
are set; all options (including 
the perennial threat of nation: 
alisation) are left open. 
However, the programme 
provides the clearest indication 
yet of the policies of the new 
government, which is likely to 
be dominated by the ANC. The 
document conveys caution 
about the speed of implementa- 
tion, as well as a commitment 
to fiscal discipline and the 


need to maintain macroeco- 


‘nomic balance, which white 


South Africans and foreign 
investors will find reassuring. 

“We must finance the RDP in 
ways that do not cause undue 
inflation or balance of pay- 
ments difficulties.” it says. 
adding that “the vast bulk of 
the RDP will be financed by 
existing resources organised, 
rationalised and directed 
within RDP guidelines”. The 
current budget deficit of 6 per 
cent of gross domestic product 
would not be exceeded and the 
overall tax burden, as a per- 
centage of GDP, would remain 


the same “until strong growth 
is achieved". The commitment 
to a budget deficit not exceed- 
ing 6 per cent of GDP is further 
enshrined in a letter of intent 
sent last December to the 
International Monetary Fund 
and signed by the ANC. 

Sail, Mr Trevor Manuel, 
ANC economics head, makes 
clear the 6 per cent ceiling will 
not apply beyond the 1994-95 
budget - he says it would be 
preposterous to assume RDP 
can be funded without borrow- 
ing more - and ANC plans for 
“increasing the efficiency of 
consumption expenditure and 


improving the revenue recov: 

ery capacities of government” 

display a touching faith in the 
wers of the new broom. 

Mr Manuel poimts out that 4 
budget of SGbn (fzim) for a 
nacion of i0r1 peaple is aiready 
nor smail: and World Bank fig- 
ures show South Africa 
already spends more than 
twice a5 much on education, as 
2 percentage of CDP (7.3 per 
cent in 1993), as any other 
natn in its income bracket, 
and more even than hizh-in- 
come countries. 

On heaith. only Hungary and 
the UK spent more proportion: 





ately than South Africa; Swe- 


den spent only a -tenth as- 


much. 

Most of this money goes to 
fund the bloated bureaucracy. 
which can only increase in the 
first years of an ANC govern- 
ment: nine new provincial 
administrations will be set up 
under the constitution; the 
RDP proposes creating a host 
of state or parastatal hodies -a 
national housing bank, an 
implementation commission, 
all the apparatus of the cen- 
trally planned state - and affir- 
mative action will swell the 
civil service further. It is hard 





ECONOMICS CHIEF LEARNS NOT TO UPSET 


and investors and sink prices on the 
Johannesburg Stock Exchange. 

In a weekend interview, he opposed 
the imposition of a wealth tax - an 
idea which remains popular among 
many ANC leaders - preferring instead 
a “reconstraction bond” which would 
attract voluntary capital from domestic 


By Patti Waidmeir 


“Every time he opens his mouth, he 
sounds more like [Finance Minister] 
Derek Keys”. That is the South African 


business community's idea of a 


compliment, its way of saying that 
African National Congress economics 
chief Trevor Manuel increasingly 
tailors his economic rhetoric to the 
hard South African realities stressed 


by Mr Keys. 


Mr Manuel is a politician, not a 


technocrat (Mr Keys pretends to be 
the opposite, though his political skills 
are not inconsiderable). But in the 

two years since he was brought in 

as political head of the ANC economics 
department, the 37-year-old Mr Manuel 
has rapidly scaled a steep learning 


THE MARKETS 


with any tax increases, noting “if 
every time you need moncy you raise 
taxes, you can't govern”. 

But the firmness of his commitment 
to maintaining fiscal discipline and 
macroeconomic balance remains to 
be tested. In the days before the burden 
of political office descends, Mr Manue! 


curve in economic theory. 
Bombarded by economic home truths 
from business and international 


and overseas sources, as well as 
measures to compel life offices to 


knows he can please the markets 
without disappointing the electorate. 
All the hardest choices can be avoided 


N Korea backing away 
from N-inspection deal 


By John Burton in Seoul 


North Korea appears to be 
backing away from a promise 
made to the US agreeing in 
principle to full international 
inspections of its seven 
declared nuclear facilities. 
Negotiations between North 
Korea and the International 
Atomic Energy Agency on 
these inspections have reached 
an impasse after Pyongyang 
said it would bar full access to 
a SMW reactor and a “radi- 
ochemical laboratory”. 
believed to be a plutonium 
reprocessing facility, at the 
Yongbyon nuclear complex. 
North Korea said at the 
weekend it had agreed in re- 
cent talks with the US to allow 
inspections that would guaran- 
tee “the continuity of [nuclear] 
". But it was under 
no obligation to accept full 
IAEA inspections, since it had 


only “suspended temporarily” 
its March 1993 decision to with- 
draw from the nuclear non-pro- 
liferation treaty. 

The IAEA wants to inspect 
the reactor’s fuel rods and sub- 
stances used in the radiockemi- 
cal laboratory to guarantee 
that the North has not diverted 
plutonium for its suspected 
nuclear Weapons programme. 

But North Korea will only 
permit the replacement of film 
and batteries for surveillance 
cameras at these sites. The 
IAEA has refused the offer, 
Stating that the North must 
submit to the full range of 
LAEA inspections initially 
accepted in 1992. 

North Korea claimed it 
agreed to new, limited IAEA 
inspections in return for the 
promised suspension of this 
year’s US-South Korean “Team 
Spirit” military exercise, which 
has not yet been announced. 


Pyongyang appears to be 
toughening its stance on regu- 
lar LAEA inspections of its 
declared nuclear facilities. 
explaining that they will only 
be allowed after the US hoids 
another round of high-level 


taiks with the North in an j 


attempt to improve relations. 
The US has rejected that 
demand, saying it will discuss 
improved ties only if the North 
permits regular IAEA inspec- 


tions and renews talks with | 
South Korea on denuclearis- 


ation. 

The US has indicated that if 
North Korean fails to reach an 
inspection accord with the 
IAEA, it will ask the UN 
Security Council to impose 
sanctions on Pyongyang. China 
and Japan are urging caution 
in transferring the issue to the 
UN since it could increase 
tensions in the Korean 
peninsula. 


HK democracy blow for Patten 


By Simon Holberton 
in Hong Kong 


Governor Chris Patten's 
chances of getting the so-called 
non-controversial parts of his 
democracy legislation through 
Hong Kong’s legislature nar- 
rowed at the weekend when 
the Legislative Council’s big- 
gest political party said it 
would seek to amend his plans. 





The Liberal party, a 15-mem- 
ber coalition of conservative 
politicians in the 60-strong 
council, said that in the inter- 
ests of getting Britain and 
China back to the negotiating 
table it would propose deleting 
all reference to next year’s 
Legco polls from a bill working 
its way through the council 
But it would support the gover- 
nor's proposals for forthcoming 


local government elections. 

If the Liberals’ amendment 
succeeds Mr Patten would be 
placed in a virtually untenable 
position. One of the reasons 
talks between Britain and 
China broke down late last 
year was the UK refusal to con- 
sider the colony's local govern- 
ment elections separately from 
those for Legco. 
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CONTRACTS & TENDERS 


PLUNA 


URUGUAY'S NATIONAL AIR CARRIER 
INTERNATIONAL BID 


As part of Uruguay's privatisation process, the 
Government has decided to form a joint venture 
between the state carrier (PLUNA) and private 
investors, for the purpose of exploiting air transport 


together 


with 


tourist 


complemeniary to it. 


services 


akin or 


PLUNA has Ianding rights at every major Latin 
American airport together with Miami (USA) and 


Madrid (Spain). 


The private partner will have the majority of the joint 


ventures stock. 


Interested carriers can get the bidding papers at the 
following address: 


PLUNA 
Colonia 1013, 10th Floor, 
Montivideo, Uruguay 


Bids will be accepted until March 4th, 1994, 3:00 


p.m. (local time). 


For further information please contact. Mr Julio 
Martinez tel: (598-2) 92 02 31 or fax: (598-2) 91 35 59 





financial institutions, Mir Manuel has 
avoided saying things which increase 
the blood pressure of businessmen 
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Alan Griffiths: a rising 





By Nikki Tait in Sydney 


Australian investment in 
Britain has risen more than 
tenfold, to almost A$iébn 
($l1bn) since Australia lifted 
exchange controls a decade 


ago. 

This makes Britain the big- 
gest single offshore home for 
Australian investment. Accord- 
ing to a report by the Allen 
Consulting Group, “Australia 
sends about 33 per cent of its 
offshore direct investment to 
Britain, which is eight times 
more than could be expected 
from the size of the UK econ- 
omy.” Australia is the fourth 
largest overseas investor in the 





Japan 


The Japanese press pinned 
the blame on the Social 
Democratic party for last 
Friday's unexpected defeat 
of the political reform bill in 
the upper house. 

Many papers carried 
front-page pictures of SDP 
defectors brandishing green 
opposition ballots, while the 
Asahi Shimbun, the 
left-leaning daily, ran a picture 
of Mr Tomiichi Murayama, 
party leader, bowing deeply 
in apology to Mr Ichiro Ozawa, 
who masterminded the political 
reform offensive. 

The Asahi, however, also 
pointed a finger at the Liberal 
Oemocratic party, the leading 
opposition group, claiming in 
ks editorial that the 
scandal-ridden LDP rule 
created the need for political 
reform, and it was the LDP 
which failed to implement 
reform while in power. 

The leading national dailies 
also managed a jibe at Mr 
Ozawa, for whom they have 
had little love ever since he 
lashed out at two leading 
national papers for 
unfavourable reports. The 
Mainichi Shimbun called the 
bill's defeat a rejection by the 
upper house of “Ozawa GHO's 
steamrolier tactics". 

With only a week to work 
out a compromise reform bill, 
pessimism prevailed in the 
Papers’ predictions on the fate 
of reform. 

The Yomiuri Shimbun, the 
conservative daily, urged 
against an agreement where 
an anti-coruption bill is 
Separated from electoral 
reform — a plan suggested by 
LDP elders and some SDP 
members - calling it a 


| “deception” by politicians © 
tying to save their own necks. 


Fears were also raised over 
the economy. The Nihon 


commit a percentage of assets to 
“socially desirable investments”; he 
stressed the need to proceed carefully 








The report also finds Britain 
is tke second largest investor 
in Australia, although only 7 
per cent of its offshore direct 
investment goes in this direc- 
tion. 

The strength of investment 
ties is surprising. given the 
shift in Australian trade flows 
towards Asia and Britain's, 
toward Europe. Around 60 per 
cent of Australia’s trade is now 
conducted with Asia, while 
around 56 per cent of British 
exports go to the European 
Union countries. 

The report points out that 
the wave of Australian imvest- 
ment in Britain over the past 
decade is largely accounted for 
by 16 companies - among 


until forced on the ANC by the 
pressures of government. 


to necept the ANC's oplimiim 
about vanquishing corruption 
and Inefficiency overnight. 

A few months in power will 
probably reveal to the ANC all 
the contradictions Inherent in 
its plan: it calls for “peaple’s 
power” to be exercised at all 
levels, while simultancously 
demanding a high degree af 
central planaing, and it pro 
poses huge spendiuy increases 
without concomitant rises in 
revenue, 

The document pendors 3 
host of now taxes! “reconstruc: 
tion levies" in the form of 
taxes on capital transfers, land 
and luxury goods; a new 
national insurance charge; and 
privately, ANC leaders are still 
debating a specific wealth tax 
as a levy on assets. 

“When the crunch comes. 
which way will they jump? 
Will they slow implementation, 
or raise taxes?" asks one busi- 

who notes that ANC 
leaders are at best reluctant 
converts to market economics. 
Most ANC leaders stilt pursue 
a moral approach to econamic 
questions, arguing “it must be 
done, it should be done, there- 
fore it will be done”, says 
another businessman. 





Australian minister 


quits over 


By Nikid Tait 


Mr Paul Keating, Austratia's 
prime minister, has lost his 
second senior minister in as 
many months, Mr Alan Grif- 
fiths. minister for industry, 
technology and regional devel: 
opment, resigned at the week- 
end amid allegations that party 
funds and elettoral office facili- 
ties had been misused in a pri- 
vate business interest. 

Mr Keating said in a state. 
ment that Mr Griffiths had 
informed him of “serious con- 
cerns” about the possible mis- 
use of funds, but added: “He 
told me that he had ne involve- 
ment at all in any of these mat- 


Investment in Britain rises 


them, Mr Rupert Murdoch's 
News Corporation, the Austra- 
lian Mutual Provident Society, 
which owns the Pearl and Lon- 
don Life insurance companies, 
and Foster's, the brewing com- 
pany which takes in Courage. 

But it conizadicts the wide- 
spread impression that much 
of this investment took place 
occured in the mid- to late 
1980s, when the last wave of 
Australian entrepreneurs was 
at full power. The report says 
some A$6.5bn was invested 
over the past five years, and 
cites a number of companies 
-such as Amcor, the paper 
and packaging group — which 
has made an initial investment 
in the UK, as the first step 


funds row 


ters and that his lawyers are 
satisfied that on the material 
presented to them...in 
their opinion he is not 


guilty of any wrongdoing or 


impropricty.” 

The departure of Mr Griffiths 
comes only a month after Mr 
Dawkins, the treasurer, 
announced his intenfion to 
resign ~ and ultimately te 
leave politics - for personal 
reasons, Mr Griffiths, aged 41, 
has been viewed 2s one of the 
Labor party's riying stars. 

The atleyations against Mr 
Griffiths have been made by 
Mrs Lynette Harrison. who 
operated a sandwich shop in 
partnership with Mr Griffiths. 


tenfold 


to a Eurepean aperation. 
. ‘The report suggests 4, range 
of reasong for Australia’s 
investment interest in the UK, 
including cultural, regulatory 
and language similarities, and 
the Copcetalty for expansion 
inte r European markets. 
It also says that some expan- 
sion-minded companies felt 
more comfortable operating in 
the UK than in the highly com- 
petitive US environment. “One 
Australian manufacturing 
company commented that in 
Britain if you can be the low 
cost/best quality producer you 
will win market share, but in 
the US you may just bleed red 
ink as competitors keep down 
prices to hold market share.” 


INTERNATIONAL PRESS REVIEW 


Ichiro Ozawa: jibes from 
the national press 


Keizai Shimbun, the business 
daily, warned against “anarchy 
on the economic front”, also 
predicting 2 delay in tax reform 
and contusion among 
economic planners and the 
financial markets. 

Most of the press were 
vague on the fate of Mr 
Morihiro Hosokawa, prime 
minister, vsho pledged to 
resign if political reform failed 
to pass through parliament. 
The dailies carried comments 
by the LDP's Mr Michio 
Watanabe, former foreign 
minister, that he would nat 
Pursue Mr Hosokawa’s 
resignation. 

Even the sports tabloids 
provided some political 
analysis. Tokyo Sports, know 
for its lurid headlines, : 


explained that the turmoil over . 
- nature's immense, 


political reform was just” 
another version of the popular 
sports games between rivals 
Keio and Waseda (Japan's 


version of Oxford and 
Cambridge), dubbing it a 
match between Mr Ozawa, 
a Keio graduate, and LDP 
leader Mr Yohei Kono, a 
Waseda man. 





United States 


Great disasters are a regular 
occurrence in southem 
California and the region's 
main newspaper, the Los 
Angeles Times, is equipped 
to deal with them. 

After winning a Pulitzer prize 
for its coverage of the 1992 
riots in Los Angeles, the LA 
Times produced the same sort 
of blanket reporting after last 
week's earthquake, 

Even the paper's slimline 
east coast edition - a model 
of compactness and clarity 
which some Californian 
readers beg the company to 
sand them in place of the 
advertisement-laden local 
‘edition — offered seven 
complete pages on the 
“Disaster before Dawn" and 
its aftermath, 

Besides one editorial and 
opinions from outside 
contributors, the LA Times 
contained articles by 18 
bylined reporters, and gave 
credit for their contributions 
to another 132 people on the 
editorial staff and 24 special 
correspondents, 

In its editorial, the LA Times 
remained strictly practical, 
concentrating on the 
implications of the quake for 
the region's freeway and rail 
networks. 

From the other side of the 
country, the New York Times 
aditorialists were unable to 
gel so close to the ground; 
instead, they mused weightily 


* on “the precariousness of 


human life on the edge of 


imponderable forces”. 
But for most people, the - 
earthquake was a television 


event, with the first reports 
coming on the Monday 
moming news shows. Even 
the venerable Mr Walter 
Cronkite, fortuitously in Los 
Angeles on personal business, 
made a brief report. 

His successor as C8S’s 
anchor, Mr Dan Rather, is 
usually so obsessed with 
natural disasters - especially 
hurricanes - that he can be 
counted on to tum up. This 
time, however, he did not 
broadcast from Los Angeles 
until Tuesday, beaten to the 
draw by Mr Peter Jennings 
of ABC and Mr Tom Brokaw 
of CBS. 
ee 


Burma 

There is ‘ssomething quaint 
about The New Light of 
Myanmar, the official 
newspaper of the Burmese 
military junta. 

The absence of real 
domestic news or debate, the 
pisthora of irralevant foreign 
Stories taken from news 
agencies (“With 80 foreign 
news reports” the 
boasted on Friday}, and the 
bizarre, empty formulas used 
to describe the activities of 
government ministers have 
the flavour of the prass in a 
Soviet satatlite state during 
the 1970s, 

Previously called The 
Working People's Daily, the 
NLM fs required reading for 
students of Burma, just as 
Pravda was scrutinised by 
Kremlin-watchers in the 
heyday of Soviet communism, 

Rangoon diplomats are 
always alert for clues to the 
thinking of Burma's secretive 
rulers: Why was such and such 
@ general not shown in the 
photograph on page tour? Why 
was this speech given more 
Prominence than that speech? 

Ona big news item last week 
was the latest session of a 
national convention, whose 
Members are being coerced 
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Lesotho. 
soldiers. 











capital - 


Heavily armed’ soldiers: 


barrac in OR 
between army factions in’ the 


Lesotho capital, Renter reperty - 


from Masert. 


where have been several |. 


civilian © casualties,’ the 
have been taken ty 

hoapltal. 
diplomat. He did nat-know 


“ accortting to a went. 


. en b 


ern 
If any civitiens had been killed, 


Diplomats said about 660 sol, 


diers frum Makonyan bar. © 


racks un the outskirts of the 


city attacked rivals. at a | - 


smalter. barracks In 


There were also reports of Ri 


ther action In the 3 


the airport. 

State radio advised peaple to 
stay off the streats and not to 
attempt to drive from the city 
and the taternational airport 
south of the city. , 


oF 
Malaysia aims- 


to cut liquidity: 


measures designed 
build-up of liquidity in the. . 


country's financial system and 
to combat further inflationary 


a 


market. ; 
Bank Negara says it Is deter- 
‘mined ta ensure that 
short-term speculative funds 
da not destabtlise the economy, 


Libya reduces 
budget forecast 


Libya has sharply cut its bud. 
Bet forecast for 1994 because of 
difficulties caused by UN sane: 


billions [dollars],” Prime Minis. 
ter Abourid Omar Dourdah 


mission of the General People's 


Congress adopted the draft - 


budget. Figures for the new 
bodget were not made avail: 
able, 

“As a result of the unjust UN 
sanctions we have been forced 
to cut our expenses in several 
domains such as education and 
health,” said Mr Dourdah. The 
budget was set in such a way 


. that Libya would rely less on 


oil, its main source of revenue, 
he said. 


by the junta into drafting a 
few, pro-military constitution. 
But mora prominence - tha 
diplomats noted - was given | 
to daily mass rallies by the 
Union Solidarity and 
(Usda), a group founded four 
Months ago to support the 
junta and probably to become 
its future political wing. ©” 
Reports of these rallies ara. 
reassuringly predictable, ... 
Columns of people march to 
@ Sports ground; 
addresses the rally 
condemns the “wily tricks of 
neo-colonialists"; the people 
" ! si. 
tegen e 
support o forthcoming 
constitution); the “mammoth . - 
gathering” then closes with 
either “thunderous applause”. 
Or, more Usually, “tumuftuous _ 
Chanting of slogans”; people 
then depart in an orderly 
The NLM bilthely ignores 2 
he 
the refuctance with which 
people attend these rallies 
{most are civil servants and 
schoolchildren bussed to the 
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For once, we’ve found someone better than 
Saatchi & Saatchi to do our advertising. 
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-Where would you look for the best recommendation of our new Heathrow and Gatwick Arrivals Lounges? Where. else but in the Visitors Book. 
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Clarke hits back over Labour jibes on tax 


By David Owen 
and Alison Smith 


The Conservative party's 
credentials as the party of low 
taxation were under attack at 
Westminster last night. 

This followed the emergence 
of damaging figures showing 
that a typical family will next 
year pay proportionately more 
in direct and indirect tax than 
when Labour was fast in 
power. 

The opposition parties 
pounced on the disclosure, 


with Labour accusing the 
government of making the 
“biggest tax demand in his- 
tory”. 

But Mr Kenneth Clarke, 
chancellor of the exchequer, 
hit back, questioning the legiti- 
macy of the comparison and 
arguing that taxes would 
always be lower under a Con- 
servative government than 
under Labour in any given 
year. 

At the centre of the row, 
which erupted just ahead of 
tomorrow’s crucial House of 


Commons debate on the 
finance bill, was the Treasury's 
disclosure that a typical family 
will pay 35 per cent of its 
income in direct and indirect 
tax in 1994-95. This would com- 
pare with 32.2 per cent under 
Labour in 1978-79. 

Labour produced further 
government figures yesterday 
showing that the proportion of 
gross domestic product taken 
by non-North Sea taxes, social 
security contributions and 
local authority taxes would 
rise to 35% per cent In 1994-95 


and 36! per cent in 1995-99. 

This would outstrip the 34:. 
per cent taken in 1978-79 
when Labour was last in gov- 
ernment. 

Tory MPs are now braced to 
come under pressure from 
their constituents over the 
heavier tax burden once people 
realise how much they are pay- 
ing. This would be as a result 
either of being informed by 
the Inland Revenue or simply 
from seeing deductions from 
their pay in Apri} itself. 

Interviewed on BBC TV's 


Breakfast with Frost. Mr 
Clarke insiszed that comparing 
cuzrent levels of taxation with 
c of 2 Labour gov- 
was “faise”. 

if you had a Labour 
taxes would be 






Labour zovernment they did 
actually get tax down delow 
where we are at the moment, 
but that 25 une of the most 
irresponsible th:incs that Denis 
Healey {then chance'or] did in 


But Mr Gordon Brown, 
shadow chancellor, accused bis 
opposite number of “tax decep 
tion.” 

“The facts are incyntrovert- 
ible,” Mr Brown said. “Tax is 
higher than under Labour. 
Because the Tories will never 
tell the truth about their tax 
bills. the country will never 
trust them on tax again.” 

Mr Alan Beith, the Liberal 
Democrat Treasury spokes- 
man, said that forthcoming tax 
increases were “so large they 
have put the recovery at risk”. 





Resignation deal |Dairy group 


“ 


close at 


By Roland Rudd 
and Robert Peston 


Four of Mr Tiny Rowland’s 
closest supporters on the board 
of Lonrho are near to agreeing 
to resign from the company in 
return for payments equivalent 
to two years’ salary. 

Their departure would leave 
Mr Dieter Bock, joint chief 
executive of Lonrho with Mr 
Rowland, in control of the 
international conglomerate. 
Since joining Lonrho a year 
ago, Mr Bock has been battling 
with Mr Rowland to transform 
the international trading group 
into a more orthodox company. 

‘The resignation deal may be 
announced on Tuesday 
together with the group's 
annual results. Shareholders’ 
approval for the payments will 
probably be sought because the 
four directors are on one-year 
contracts - any compensation 
arrangements exceeding the 
contractual obligation must be 
put to a shareholders’ vote. 

The directors discussing the 
terms of their early departure 
are Mr Rene Leclezio, chair- 
man, and Sir Peter Youens, 
both in their 70s, and the two 
deputy chairmen, Mr Paul Spi- 
cer and Mr Robert Dunlop, 
who are in their mid-60s. 

Last year, Mr Bock suc- 
ceeded in appointing non-exec- 
utives to the Lonrho board for 
the first time in 20 years. His 





Lonrho 


priority for months has been to 
arrange the resignations of a 
handful of directors closely 
linked to Mr Rowland. 

Severance pay for the four, 
which could be around £500,000 
each for Mr Spicer and Mr 
Leclezio, has to be generous 
since Lonrho's articles of asso- 
ciation make the departure of 
any director conditional on 
that director's consent. 

Some Lonrho shareholders 
are likely to be reluctant to 
agree to such generous terms. 
Rather than risk a public dis- 
pute over the payments, Mr 
Bock had originally considered 
paying the four their contrac- 
tual entitlements and then a 
further amount, described as 
consultancy payments, equiva- 
lent to an extra 12 months’ sal- 
ary. That would have avoided 
a shareholder vote. 

But Mr Bock is keen that the 
company should be seen to be 
following the Cadbury Commit- 
tee's code on corporate gover- 
nance and felt that avoiding a 
shareholder vote would not be 
within the spirit of the code. 

At Lonrho’s annual meeting 
March, shareholders will be 
asked to vote for changes to 
the group's articles of associa- 
tion which would allow direc- 
tors to be removed by a simple 
majority and the introduction 
of retirement at 65. Mr Row- 
land, who is 76, would be 
exempt from this rule. 


By Deborah Hargreaves 


Almost half the 28,500 dairy 
farmers in England and Wales 
have signed to join Milk 
Marque, the farmers’ co-opera- 
tive which is to be formed from 
the Milk Marketing Board. 

The board, the monopoly 
buyer of milk for distribution 
and processing for more than 
years, meets the UK govern- 
ment today to complete 
changes to its plans to turn 
itself into Milk Marque. 

Government objections to its 
original plans have set back 
introduction of competition to 
the market from April to 
August or October. But 
Britain's largest dairy compa- 
nies are already scrambling to 
secure milk supplies before the 
£3.3bn milk market in England 
and Wales becomes a competi- 
tive free-for-alL 

Many companies are promis- 
ing farmers higher prices for 
their milk. But many farmers 
believe they should stick 
together in the face of the 
powerful dairies. 

Mr George Harrison. a dairy 
farmer from Clifton in Cum- 
bria, said: “By joining Milk 
Marque, I was thinking that as 
farmers we'd all hold together 
and that way keep our power. 
But there's always a small 
minority that think otherwise 
and go for the extra money.” 

Mr Chris Wood, a neighbour- 
ing producer, is one of the 
dairy farmers attracted by the 
extra cash. He plans to selt his 
milk to a cheesemaking plant 





Enc Whitehesd 


Dairy farmer George Harrison: “By joining Mitk Marque, I was thinking that we'd all hold together” 


in Appleby which is run by 
Express Dairies. Express has 
offered him 2 premium above 
the price paid hy Milk Marque. 

With milk supply in England 
and Wales limited to 3 per 
cent of the market's needs by 
Brussels quotas, dairies wiil 
fave to pay more money for 
their supplies in the free mar- 
ket. The system used for set- 





ting wholesale syices keeps 
them artiicialiy lo 

Low wkoivsale prices have 
Jed to widespread overcapacity 
in the dairy processing indus: 
try - estimates put it at 
between 79 rer cent and 60 per 
cent. Intense competition for 
miik suppiies is expected to see 
the closure of many processing 
plants. 
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stand up to overseas compari- 
son. A typical British charity 
supporter donates only £2 a 
month — one-sixth of his of her 
US counterpart, and far lower 
than Canadian, French or 
Spanish donors. 

The survey, the first interna- 
tional comparative study of 
giving and volunteering, illus- 
trates the depth of a serious 
dilemma facing the British vol- 
untary sector. It is coming 
under increasing pressure to 
provide additional services, 
while the public still finance 
charities with small change. 

The British are far more 
likely to contribute relatively 
small amounts than donors in 
any of the other four countries 
surveyed ~ 19 per cent of Brit- 
ish donors give less than £1 per 


PRIVATIZATI 
AND ADVI 


The Privatization Council of the Govi 
consultants and advisors in order to 
Government in its program of privati: 
The Privatization Council hereby invites ox; 
privatization consultancy and advisory services 
prequalification in the provision of these services, 
should include the C.V. of the professionals who 


their provious privatization experiences. Short 
services will also be needed in the following 
public relations, public offer of shares, 
modernizing railways, stecl mill operatio 
forests. If the information is submitted 
firm should be indicated. The C.V. sumi 
information must be provided in S: 
copy of the firm's most recent DACO! 
Inter-American Development Bank 
. Contact immediately Consultin 
623-1300 for additional information, 
For further details. pleasc contact Mr, José Maria 
Privatization Council at FAX (595}(21)449 157. Subm| 
to the Privatization Council, Calle Presidente 
Building, Asuncién - PARAGUAY. All informa: 
by March 17, 1994, to be considered for the "S 








rs 
Executive 
pay rises 
by 5.7% 


Britain's executives won 
average pay and fringe benefit 
increases worth 5.7 per cent 
last year, compared with aver- 
age increases of 3 per cont for 
the workforce as a whole. 

The rige Is nearly four times 
the increase public sector 
workers secured in 1993 under 
the UK government’s 1.5 per 
cent pay policy. 

The size of executive pay 
rises, disclosed In a survey of 
more than 400 companies for 
the Financial Times by the 
Sedgwick Noble Lowndes 

eonsal- 





Union plea at 
Eurotunnel 


British and French unfons are 


demanding that Eurotunnel 
should accept full anion rights 
for thelr employees after the 
opening of the Channel tunnel 
later this year. 

Officials from the UK's 
TGWU general union and the 


French union federation CGT . 


met in Lille. northern France, 


to discuss future relations with - 


the company, which has so far 
refused to negotiate any collec- 
tive agreement with unions. 


The TCWU said after the 








"gided that Suratunuel te “aah. 





The enmpany sald. tt 
recetved mo request 
employees for wnlons, and 


| 





would require an 
climbdown from the gover. a 
ment, or F 

Mr John Flame, lendee af the 
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The Non-Operators Forum is 
particularly concerned that the 
costs of corporate decisions - 
taken by oilfield operators; — 
such’ a& - redundancy” ptc-” 

















4 per cent in the US and 8 per 
cent in Spain. While 11 per 
cent of British donors are 
shown by the survey to give 
more than £10 per month, they 
are overshadowed by 28 per 
cent in Canada, 26 per cent in 
the US and 21 per cent in 
Spain. 

A single bright spot in the 


65 per cent - was the highest 
of any of the countries sur- 
veyed except Spain, where the 
results were influenced by 
large numbers of people buy- 
ing tickets for charity lotteries. 
But although only 27 per cent 
of the French population had 
made a recent charitable dona- 


REPUBLIC OF PARAGUAY 
Privatization Council 


ON CONSULTAN 
SORY SERVICES 


Technical Cooperation of IADB TC-ATR / OC - 728-PR. 
erament of the Republic of Paraguay socks 
provide long term technical services to (he ~ 
zation of public entities, . 
perienced firms in providing - 
to governments, for their: 
The information submited ~ 
would be available to provide 
basis, as well as a sammary of * 
{erm consultancy and advisory 
areas: environmental protection, 


valuation of a ely company, % 





i ns and environment ; 
4 consortium, the legally responsible - 
ummary of experiences, . 
ish, The submission should also include a 

IN 1600 registration form, submited te the : 
IADB). if not already registered, i 
g Services Department of the LADS, phune Gans : 


Espfnols, Executive Diroctos, 
issions should be addressed 
ao ee ti Foon Ybaga 9; 
submit -* 
hort List” of bidders.» = oe 


Mr Richard Atkinson, : 
another Cumbrian dairy | meeting that it was clear Suro grammes, are routinely passed - - 
farmer, said that is why he has | tunnel intended “to impose on to them without consulta. 
decided not to tie himself to | upon its European workers a ton. 9 te 2 
the local Appleby plant, but is | complete dereguiation of all The 12 founding companioa 
leaning towards signing with | social rights which would be a include OMV of Austria. Santa wg 
Nestlé. “Nestlé has enormous | serious setback for the achieve- Fe Bxploration and Svenska - wg A 
financial backing and has a | ment of workers”. Petroleum. of Sweden. About 50 a 
strategy of concentrating in Both unions are pressing for such non-operating companies ei: 
the UK and Holland - you're | an early meeting with the com- are activa in North Sea consor- eM 
assured of a market,” he said. | pany to talk about recognition. tia. : atl 
wu British donations to charity’} = 
n we 
ritish donations to char! = 
‘lag overseas generosity’ : 
By Alan Pike, Donations to charity” me = = 
: Correspondent Totat Britain Cansda Fronce Spain US . 
Britain's treasured notion of % giving : ; 
itself as a philanthropic nation nothing 35% 38% 73% 20% 45% . 
that gives generously to char- Typical 
ity is challenged by an interna. donation 
tional study published today, Per month {€) 2 os 10.10 7 12 i 
Tt shows that, while & major- > Tora conaven per persan in mont: prior 8 Interview 4 
ity of British people make SS ae, 
donations to charity, the : 
amounts they give do not month, compared with only 2 tion when the survey was con- 


ducted the typical amount 
given was £10.10. compardd 
with Britain’s £2. : 2 


more likely to respond to 
advertisements or appeal 
letters, 


Mr Michael Brophy, execu- . . - “a 
tive director of the Charities A 3 
Aid Foundation which co-ordi- i 
nated the research, sald: that fe 
while giving to good causes 
was a strong and established 
part of the British culture, the fa 
results suggested that “we do = ' 
not value the role played by 
charities ta the extent that. 
Some other countries do”. 
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Internationally . . 


Cheung: leading light in Hong Kong 

















The sudden death of Michael activities, in a cosmopolitan world”, in 
Gale understandably Cheung's rise at Cathay - the words of one former 
overshadowed another which, like most other colleauue, “He is a highly 
pa announcement Hongkong British-owned companies in motivated almost restless 
page Telecommunications made last Hong Kong, is dominated by commercial man with a 
Wednesday - the appointment expatriate managers Whom genuine sense of social 
of Linus Cheung, 45, as the nice young girls would be responsibility.” 
company’s chief executive happy to introduce to their Cheung is a leading 
from May 1, writes Simon mothers - is due in no small representative of the post-war 
e i ’S Holberton. part to the business skills he “Hong Kong generation” - 
Cheung (or, Cheung Wing displayed in developing born and brought up in Hong 
Lam as he is known in the Cathay’s business in Taiwan. Kong, many of the brightest 
Chinese-language press) was, Former colleagues in came to notice at Honz Kong 
until his appointment, the business and government - University in the inte 19uus 
1 ] ) e e most senior Hong Kong Cheung did a two-year and early 1970s, His 
I M Chinese executive with Cathay secondment atthe Hong Kong — contemporaries are now 
Pacific, the Swire-controlled government's policy unit, or leading lights in locai polities. 
international airline based in “think tank”, in the late 1990s — the law and businuss. 
Hong Kong. Earlier this month  - describe him as a highly But with his yppomtinent 
he had been made deputy polished performer. Indeed, to the top of the pile at 
managing director of Cathay “smooth” is an adjective most Hongkong Telecom Cheunz 
with responsibility for the often used to describe him, can claim to have outshone 
airline's worldwide commercial He is “totally user-friendly them all. 
The boss of H. J. Heinz tells Ray Snoddy : ie oe 
tradition that one member of have severely damitged the 
of his plans to break into British media B uba Ss new the directorate is of liberal wroup’s repulition. 
‘persuasions. During late February anit 
Tony O'Reilly, head i w7spape bab banker With the approval of the early April 1999, after 10 years 
i i eal ‘food ioe HES Heth, «Bs publishing, to sit alongside y Bonn cabines Eiready secured, ear otmotewurthy aeendents 
be ini : too. te Giant, as amis. the international media magnates such Gerd Haitsler, one of only two formal confirmation of the or spillages, the eumpany 
Shick has nothin; se days as Conrad Black and Ruper Murdoch candidates ever to pull off a appointment now appears to reported almost Mb within loses 
wi by i to do with the whom he regards as his peers. 7 “one” in the tough rest only on the signature of than two weeks, Hilger 
importance of brands or the future of O'Reilly was fascinated by th by the launch Irish butter when he was 26. MGN. apprenticeship exams for fast Germany's president Richard condemned in the G 
-the Irish rugby team, subjects he cares of The Independent in 1986. His background in food does not Under this proposal, existing sharehold- stream Bundesbank officials. von Weizsiicker. media as an “insensitive 
deeply about. A ‘The Independent represented a mean he is without serious newspaper ers El Pais and La Repubblica would seldom fails to make an technocrat” after he bhuned 
His favourite mission statement at breaking of the mould in British credentials. With the help of a manage- hold 51 per cent with the founders hold- impression, writes Katharine Hoechst b his fate for the “statistical 
journalism. In presentation and style it ment team led by Mr Liam Healey, ing nearly 10 per cent. Whittam Smith Campbell. So it comes as no Vv frequency” of the accidents, 
advertising agency provided something new. Not O'Reilly expanded from his Dublin base would remain editor-in-chief, one of surprise to German central own etard which resulled in one death. 
_ for the founding of The breathtakingly new but an interesting to encompass commercial radio in Calif- seven directors and possibly even chair- bankers that, at the tender p 
* .mewspaper promising that it “should be niche approach to a vibrant market. ornia, Australian Provincial Newspa- man. age of 42, their smooth-talking Wolfgang Hilger (below), EIB top st affe r 
independent from all groups”. As he This was an interesting brand andone! pers in Queensland (controlled by “The reality [on Whittam Smith] is colleague 1s expected to chairman of Hoechst, will not ip 
plans his counterattack to the proposi- was personally excited by,” he says. O'Reilly family interests), an outdoor that almost like De Gaulle - L’Etat, succeed Ginter Storch in the seek election to the company's = Thomas Oursin is the new 
tion likely to be unveiled this week, Now he is determined to take a stake advertising business, half of the cable “est Moi," says O'Reilly. However, it is council's seven-man supervisory board when he secretary general of the 
that could make Mirror Group Newspa- in the newspaper he much admired and television business in Ireland and a thought that he has identified a candi- directorate when Storch retires retires next year. writes European Investment Bank, 
pers a 40 per cant shareholder in News- play a part “in the slow process by Joint venture with United Newspapers date who would be brought in to edit at 63 next month. Christopher Parkes. the highest staff position it 
| paper Publishing, the loss-making pub- which the fortunes of the paper are which produces a hybrid of the Daily The Independent on a day-to-day basis. Hadsler would be the most His unexplained decision the Luxembourg-based bank, 
Hshers of The Independent, O'Reilly is mended”. He says is not looking “for Star for the Irish market - an edition youthful director ever - is a departure from German writes Lionel Barber. ILis 
"placing considerable emphasis on inde- something that is going to be a quick that sells 90,000 a day. : o Helmut Schlesinger, Buba business tradition - especially appointment hears the 
. Pendence. i buck”. £4 O'Reilly's template for the future of Clear vision president until last October, strong at Hoechst - whereby fingerprints of Sir Brian 
Selling newspapers is all about For years O'Reilly has wanted to The Independent would involve a His aim is to have shareholders at Was hitherto the youngest top managers normally end Unwin, former head of the UK 
perceptions, the former Ireland rugby expand his newspaper interests from spread of minority shareholders to Newspaper Publishing with cash, expe- when he was promoted at 43. their careers supervising the Customs and Excise who teok 
international says, and a newspaper his original base in Ireland and in ensure independence. They would then rience and a clear vision of what The With his fluent American and _activities of their successors. over as EIB president lust year, 
acld as independent has to be seen tobe particular into the UK national press. buy all the services they needed, such Independent is about. He does not French and his bulging The announcement followed Sir Brian wants to improve 
Oa have no doubt the only to aa printing, oe the open market, believe he can be shut out. Mr Ian Hay international contacts book, promptly on the heels of a communications with his 
way . 4: would-1 older in Newspa- Davidson, chairman of News; Pub- he should also inject a press report on Friday that Political masters in Brussels, 
have a future [for the Independent], the International ambitions per Publishing is not without allies. He lishing, bas made it clear et te wants cosmopolitan air into council present members of the and to make sure that the EIB 
only reason for its being depends on it Whenever there is talk of a national UK has been approached by another poten- tg see at least one alternative to the / Supervisory board did not want can shape policy as it expands 
being even more independent,” says newspaper being for sale, O'Reilly’s tial investor in the company, a news- Whittam Smith consortium on the table As well as showing talent him. The report said his its lending portfolios and takes 
O'Reilly. What will readers think, he ame always comes up. He failed in an paper group which he declines to name on Thursday. in the bank’s basketball team, conduct during a series of a leading role in the European 
asks, if “suddenly 40 per cent is now attempt to buy MGN when a majority but whose credentials, he says, are 4, train bos says he would be flexi. Hadsler worked for most of chemicals leaks and accidents © Commiission’s strategy to 
owned by a fairly lurid left-wing paper” stake of the group was held by adminis. impeccable. 1@ his ays Wo noe the 1980s as the then president a year ago was considered to promote economic growth and 
.., although he concedes some say the trators. His international ambitions suf- “We have not got another share- ble in approach to the future of j47 Otto Pahl’s personal Competitivencss inside the EU, 
~~ Daily Mirror may not now be as fered a setback when he lost out to holder lined up but we have had an Newspaper Publishing and nig i assistant. A veteran of the Oursin, a 63-year-old German 
left-wing as it once was. Conrad Black in the battle for John approach,” says O'Reilly, and suggests Prepared to work not only with the international department, he who worked at the Work! 
=. . O'Reilly has already made an Fairfax newspapers in Australia that the potential shareholder could be founders t poet rs such a5 had also earlier had a spell Bank, joined the EIB in 1974 
= indicative offer of about £30m for up to © “We haven't so much been banging on board by Newspaper Publishing’s El Pais and La Repubblica. at the Bank for International and has a reputation for being 
,° 29.9 per cent of the group. A more on the door fof UK national newspa- Thursday board meeting - the first to He says that playing rugby for Settlements as pa to Ginther sociable and skilled at 
formal proposal could be tabled for a pers] as banging on the side door,” says consider the various bids and proposals Ireland taught him how to cope with Schleiminger, who was general absorbing briefs. His last jub 
Newspaper Publishing board meeting O'Rei any. He is well known to be one of on offer. losing. But that is not something he is manager. He has run the main was head of the directorate 
” on Thursday. the moat highly paid executives in the He clearly envisages a continuing prepared to do now. “Although we will credit department since 1990. dealing with operations outside 
fi That bid is the latest of O’Reilly’s world as chief executive of Heinz. He role for Andreas Whittam Smith, princi- not make a solus offer for the entire Closely associated with the the EU, such as Asia, Eastern 
0 i 0 chan” attempts to win a slice of the British began his rise to the top when, in his pal founder of The Independent. It company, we are very very deter- Free Democratic party, he is Europe, and Latin Ametiea. 
y | nadona! newspaper market. This week own words, he “redefined what agricul would probably not be as central as mined,” he explains. This is a battle he also a natural replacement for He replaced Dieter Hurtwich 
will be crucial in determining whether tural marketing was all about” by that being suggested by the consortium has no intention of losing. : the similarly aligned Storch, in the post as frum January 
he wins a seat at the top table of British launching the Kerrygold campaign for Whittam Smith is putting together with’ : thereby maintaining the 
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or the average hard-nosed 
stock market investor, laud- 
able concepts such as part- 
nership sourcing, just-in- 
time delivery and total quality man- 
agement tend to take second place 
to cash Mow, gearing and dividend 


Trifast is a pioneer of partnership 





sourcing. Andrew Baxter reports on 





_the background to its flotation 
Principles 


much use without the others,” he 
says. “It's all indicative of an 
approach that puts the customer 
first.” 


Trifast's involvement with part- 
nership sourcing began a decade 
ago when IBM UK wanted to reduce 
costs by thinning its supplier base. 
“They told us we were an average 
supplier of fasteners, but our atti- 
tudes were better than average,” 
says Diamond. “So we were selected 


TIPS FROM THE TOP 


Honesty is the 
best policy 





- Using them, and persuading custom- as a guinea- ae ine thee he 
work ip wi 1 many types ol ner re is so 7 . - i. 
isa, be to opie fo comvincs inves: many types of fastener there is so | — ‘Tom Farmer, chairman of Kwik-Fit, offers advice 
tors of importance too, i nN Initially staggered by the 7 7 7 
to Trifast is going public next month O aS te demands on quality me delivery on how to build a culture of integrity 
é in a £15m flotation that will raise made by IBM in return for becom- . 
Sam-fam for the ~ most ing a single supplier of fasteners, bave always believed that ray 
the rest will go to its two founders, Trifast has now wan two of the most people are fundamentally 
who are cashing in a big part of computer company’s “market | - honest and, provided they are 
their stake, The pathfinder docu- driven quality” awards and gained | given the proper opportunity and 
ment is due to be released on sufficiently in confidence to take | recognition, they will give of their —¢ 
Wednesday. the concept to other customers, best, White there ave The right culture 
Th financial terms, it is an unex- Diamond likens partnership sour- | occasions when I have . 
ceptional deal, and ‘Trifast’s prod- cing to a supermarket which cus- | disappointed, it is a view that | will mean that an 
* .  ucta - some 70,000 different types of tomers use because of the overall | has served me well throng act of dishones' 
: i with names like package - the convenience of shop- | ™Y life. Le the corres : on ty 
the Binx Nut and the Hank Rivet ping in one place, known reliability | Tecruiiment policy and people becomes a 
Bush - are unlikely to get City and quality - even though some Leak ee bie 
"| types salivating, But, apart from individual items might be found | can fake when running a business, betrayal of 
‘offering an investment in a barome- more cheaply by going round sev- ieee ie le. bt 
*, ter of the UK electronics and electri- eral shops in the high street. i tai a sqaality _ oneself and one’s 
-' cal industry, where most of Trifast's The challenge, says Bob Stevens, | je sate. You payroeene 
fastenings end up, it is also a rare group quality director, is to con- | ‘ies as you want but if er scotleawues 
Spportunity to invest in a UK pio- vince purchasing managers to look | Ticose to brealt them then there 
neer .of influential management at overall costs rather than price | jc tittle that you can do to stop 
ideas. and to accept that partnership sour- | thom, It is the responsibility uF 
Diamond, who has worked at Tri- cing can lead to savings even if it} management to create an 
fast for 19 years and been its man- does not put money in their hands. | S\;-Sament which reduces 
aging director since 1984, talks The costs and time involved in | temptation by having adequate 
san ia oo be ieee fers asking peer controls which are sound but not —‘the company should encourage ‘The company which is honest 
ject ‘af the latest technology for put- end daltbe nd choost the best stifling. ambition. acknowledges where there are 
very ane Choosing: The most effective deterrent Last year we served 4m areas for improvement and 








principles 

a philosophical framework - there 
is a clear link between their adop- 
tion and the financial performance 
of the company, which trades as TR 


to a customer, normally for all its 


the customers’ stock 
ievels can be reduced and Trifast 
gets the security of long-term busi- 
ness in return for giving a better 
overall service. 
Up to this point, partnership sour- 
cing has much in common with 
another new approach known as 


But the partnership approach 
goes further, as it leads to a 


plier gets ‘an early look at planned 





Thifest’s Malcoim Diamond (righ® with finensial director John Wilson 


products so that it can work out its 
own schedules and make sugges- 


industry, where short product 
cycles and the fast pace of change 


for the supplier. Other fastener 


companies, such as Infast, part of 
Haden MacLellan Holdings, are also 


Trifast's broker, claims partnership 
sourcing is part of a virtuous trian- 


deal, are frequently overlooked. 
“Very rarely do fasteners exceed 1 
per cent of total purchasing,” says 
Diamond, “but the overheads often 
exceed that.” Once the core rela- 
tionship is established, however, 


fastener bins, says Martin Phillips, 


fast in the past five years, com- 
ments Stevens, and it now has 70 
customers using such arrange- 
ments. This represents just 2 per 
cent of its customer base of 3,500, 
but already accounts for about a 
third of its annual sales and could 


the customer, insulating at least 
part of the business from the vaga- 


is to build within the company 
a culture based on pride in one's 
job. Not only will this improve 
the quality of the service or 
product offered, and produce 
profit, it will mean that an act 


is a vital element in its creation. 


with a decent working 
environment and all the facilities 
they require to do their job. A 
Proper pay scheme must be in 
Place which reflects their 
contribution and everyone should 
have the opportunity to share 


develop to the best of bis or her 
abilities; the promotion prospects 


customers — the majority of which 
were making a “distress 
purchase”. At Kwik-Fit we aim 
for “100 per cent customer 
delight”, It is a standard that we 
bave set ourselves and a promise 


years ago we were the subject 


within Kwik-Fit a valuable lesson. 
It showed that people whe did 
hot follow their training and the 
company's procedures could 
Jeopardise the company’s 
reputation. 

This criticism made us review 


for improvement and helped us 
to plug the loopholes which can 





accepts criticism which can be 
turned into a force for good 
provided proper steps are taken 
to make change. 

We publish our results within 
15 working days of the year end. 


there are some useful spin-offs for | of dishonesty becomes a betra: to cur customers that isthe main We established systems ta 
The practice for which Liar has Trifast. Some IT suppliers are USINE =| of oneself and one's petra theme of our advertising on which improve our profitability but we 
gained most ie ear awn the fastener supplier to bring in | This culture must stem fromthe | we spend around £10m per year. have realised other benefits. Our 
as partnership sourelng. he items such as cabling and industrial | top down and the attitnde of Unfortunately we do not achieve people know our culture and it 
wolves it becoming supp! gloves on its regular trips to fill the | management towards their people _ this in every single case. Two is made clear that anyone who 


breaks the rales has no place 


fastener needs, and often supplying director responsible for sales to the | y have found that the best of criticism by a consumer within the com; 
A : pany. 
direct to the eo ee a IT and electronics industries. results are achieved by treating magazine. While we did not agree We have not always managed 
toh a high degres of trust, on Partnership sourcing and fastener | people as you would wish tobe _—with alll aspects of their analysis, _to achieve all the things I have 
sides, paperwork can management have taken off for Tri- | treated. People must be provided _their findings taught everyone outlined above all of the time. 


1 know that because human beings 
are fallible, there have been 
occasions when someone has been 
let down — but we try and we keep 
trying to develop and maintain 
our standards, It must be an 
obsession and what I would 


“fastener mana} ". is ti arrangements with reach half, says Diamond. in the profits they belp to create. | our operating practices. While deseribe as a ‘magnificent 
‘aupiie: i sh aa Tria! takes ie arly qomning of when & ree Partoership sourcing is For investors, there are two Everyone should know what we had procedures and training obsession”. I have found that our 
responsibility for all the customer's product is to be replaced. also being promoted more widely by points about such arrangements. | is expected of them and should Programmes in place we found principles form the basis not only 
fastener needs, in line with the | Partnership sourcing has become the Department of Trade and Indus- First, the margins on this business have received suffictent training _—that they were not always being for an honest culture but a 
trend comands the contracting out of increasingly important in the infor- try and the Confederation of British are generally higher, says Diamond. | to enable them to be folly skilled carried out effectively. profitable business. 
“non-core” servi mation technology and electronics Industry. Just as importantly, partnership | in that task. There should be BS5750, together with Investors 
rnartiet Roger Hardman of James Capel, sourcing “locks in” the supplier to | opportunities for everyone to in People, identified the areas Next Monday: Lew Plait of 


Hewlett-Packard concludes the 
Series with tips on how to keep close 


cradle-to-grave relationship on each make such a relationship mutually ditional te . ithin arise in ; rations. 10 
; which also comprises JIT and ries of the traditio customer: and training programmes wi any company’s opel your employees. 
a: tie customary peaucts. The Sp ie EGut “None of these philosophies is supplier battleground. 
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‘But which one 
goes first?’ 


Jim Kelly on the confusing choice of 
trains between London and Gatwick 


usiness travellers arriving at 

London's Gatwick airport 

now have three choices of 

Tail Service into the capital. 
In theory, this should make it easy for 
weary voyagers to pick the first train 
heading in their direction. The reality 
is sadly disappointing. 

The choices are part of the run-up 
to the UK government's railway pri- 
vatisation programme. The Gatwick 
Express, the non-stop link between 
the airport and London's Victoria sta- 
tion is to be privatised this year. It 
now faces competition from two divi- 
sions of British Rail ~ Network South- 
East and Thameslink. 

The problem with such variety is 
that, if it is to be useful, we have to 
mow that there is a choice, and have 
enough information to make one. 

If you are travelling to Gatwick 
from central London, a flashing neon 
information board at Victoria station 
tells you which Gatwick Express 
leaves next. But what you really 
need is one that tells you 
which service leaves next, regard- 


less of the operator. 

Business travellers leaving the 
light arrival hall at Gatwick, on the 
other hand, have to make their first 
choice as they move towards British 
Rail’s booking hall. Two large posters 
stand over the entrance: one adver- 
tises the Gatwick Express, the other 
BR’s Thameslink service to the City 
of London. 

Now here is a real, and useful, 
choice - between travelling on the 
Gatwick Express into the capital's 
Victoria station, with its excellent 
connections and proximity to the 
West End, or making your way via 
Thameslink to London Bridge, the 
City Thameslink station, and then 
King’s Cross for stations to the north. 
But by the time you have reached the 
station booking hall this choice has 
probably been lost under an advertis- 
ing onslaught from the Gatwick 


Express. 

The booking hall appears to have 
been decorated for a papal visit. 
Maroon banners hang from the ceiling 





Tee rome 


Gateway to Gatwick: neon signs don't tell the whole story at Victoria station 


three booking windows, inevitably 
decked out in maroon, are for Gat- 
wick Express. 

Beyond those booking windows are 
the ones for BR's Network SouthCen- 
tral service to Victoria. This service is 
three minutes slower than Gatwick 
Express's, but slightly cheaper. 

But what flight-weary travellers are 
probably most interested in is which 
will get them to Victoria first. When 


promoting Gatwick Express. The first trying to buy a Network SouthCentral 


ticket, I was told by staff at the book- 
ing window that there was a faster 
alternative. I was not told ! could 
choose an alternative destination. via 
Thameslink, or that the Network 
SouthCentral train might leave before 
a Gatwick Express anvwar. 

The most useful information in the 
booking hall is a modes:-sized. framed 
poster summarising the destinatiuns 
available, the prices and the fre- 
quency of service. These are dispizyed 


by the booking windows - which 
means that after queueing for 2 ticket 
you may discover you have been 
waiting in the wrong place. 

Tickets are transferable between 
the services, but I could see nothing 
to inform the average traveller of this. 
Supplements have to be puid if you 
move to Gatwick Express. 

So how do the services compare? 
Gatwick Express's principal advan- 
tage is that it leaves every 15 minutes, 
aad is clearly signposted at both 
ends of the journcy. The trains are 
immaculate, with extra room for 
luggage. The price is £8.60, or £13 
for club class ($12.72 and $19.24 
respectively), 2 

SouthCentral has older stock, is tess 
comfortable and has probably arrived 
from Brighton, or elsewhere in the 
south of England. [t can therefore be 
quite full. Network SouthCentral 
plans to run a service every 15 min- 
utes from May. The price is £7.50 
($11.30 first class). 

Thameslink currently runs twice an 
hour, but has plans for more frequent 
services. It charges £7.50 to London 
Bridge. £8 to City Thameslink. The 
trains are clean. roomy, but not as 
comfortable as the Gatwick Express. 
Thameslink is useful if you want to 
go direct to the City of London or to 
make a connection to the north at 
King’s Cross. 

My Gatwick Express from Victoria 
zo the airport was smart, clean and 
air-conditioned. At another platform 
was 2 Network SouthCentral train. 
which was crowded and grimy - but 
it left first. 








JOGGERS’ GUIDE: Tokyo ». 





crowd-lover 
and loner. 


Charles Leadbeater on a city: 





not built for athletes”. 


okyo is a joggers’ 
nightmare. Parks are 
few and far between, 


the nearby Metjt shrine. -- 
@ The more adventurous 
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government to limit 1994 to the CIS Once safely in the former According to a year-end Airways, Air 200 and British with Air France), Denmark's One of the big attractions at Then walk down the river 
public sector pay rises to 2 Soviet Union, however, there survey by ABC World Airways World Airlines, two LK Sterling Airways, Nationair the weekend is the variety of towards the exclusive neigh. 
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Thanks to the votes of people like yourself, Swissair emerged overall winner in three different 
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And the SPIEGEL has a well-founded repu- 
tation for the quality of its regular marketing 
reports. 


What you may not know 


For those of you involved in international 
marketing and communication, SPIEGEL- 


The SPIEGEL’s 164-page "EUROPE — Data, 

Facts, Trends" is available naw — and free of 
charge. For immediate detivary, fax the reply 
Coupon to cur representatrve: 


——$<$$<$—_$___ IGP — Internationa! Graphic Press 
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Pledge to 


or the man in the 
street, or on the by- 


street has been under 
tremendous pressure. As we 


development guidance note has 
been issued, emphasising the 


Architecture / Colin Amery 


move back to town 





made a forthright and pointed 


: ‘determinant’ of the way we 
speech at last week's seminar ~ build. 


When i conies to the 


pass, the planning pro. park our cars outside the need to revitalise town centres. on i 

ee i . planning arid: development future of town centres he was 
: s ee has such supermarket, there are Many will feel that the new control, organised by the Town very clear: “1 want to see town 
a ao pact h. ur everyday lingering worries about the guidance is a belated reaction and Country Planning centres which serve the whole 
' lives, remains a great mystery. empty shops belonging to to the proliferation of new Association. community and provide a 


We all know that there is a 


- complex, intrusive and defi- 











antly bureaucratic planning 


system which, in theory, 
sins this uhago of clr citron. 


"nent. 


‘The system is meant to keep 
the planning process clean, 
decent and legal. It is also 
meant to reflect the democratic 
will of Parliament and, 
through the complex system of 
local democracy, reflect the 
will of the people. 

But a glance at the condition 
of many of Britain's towns and 
villages shows that there are 
other, more powerful, forces at 
work: economic, political and 
market forces. 

When Baroness Thatcher 
was prime minister she had 


property developers, builders 
and ‘retailers with the aim of 
simplifying and speeding up 
the planning process. 

The result was the 1980s 
boom — the spread of by-passes 
and motorways and the 
over-supply of superstores and 
offices. 


From 1986 to 1992, 


et development was focused on 


out-of-town locations and as a 
result the traditional high 


anxious traders in the smaller 
towns. The lower levels of 
consumer spending in the past 
few recessionary years have 
not helped and there is no 
doubt that competition from 
the shopping centres built in 
the 1980s has had a direct 
effect on the town they 
“serve”, 


developments: the stable door 
is being closed long after the 
retail runners have galloped all 
over the kingdom. 

The new guidance note does, 
however, offer a balanced view 
that would permit further 
out-of-town or edge-of-town 
retail development, providing 
it does not affect the vitality 





Many will feel the new guidance 
is a belated reaction to the 
proliferation of new developments 





as supplements to planning 
Acts and government circulars, 
set out government policy on 
different aspects of planning. 
It was “PPG 6 Major Retail 
Development”, issued in 1988, 
which seemed to set the seal of 
planning approval on the 
major out-of-town shopping 
developments. Now, in an 
almost complete volte-face, a 
revised version of the retail 


and trading viability of a town 
centre. There is an implied 
desire to encourage 
development that is accessible 
by more than one form of 
transport — after all, the 1991 
Census revealed that 23.9 per 
cent of the nation’s households 
do mot have access to a car. 
Environmental considerations 
are also stressed with 
references to the the need to 
avoid increases in car-borne 
trips in an effort to reduce 
pollution and congestion. 

Mr John Gummer, secretary 
of state for the environment, 


He pledged his help to those 
who are willing to, “achieve 
the quality of traditional town 
centres which they value, and 
put the heart back into cities”. 
Good urban design in town 


centres, he said “demands. 


vitality in the urban property. 
market". 


Vitality flows from people's - 


decisions to shop there. In turn 
that depends on a positive 
approach to planning and 
Managing town centres. 

It also means discouraging 
development on green-field 
Sites on the edge of cities. 

“Ont-of-town shopping 
centres require people to travel 
by car. They deny the 
opportunity to make one 
journey serve several purposes. 
Business parks on the by-pass 
also demand that people drive 
to work, and having driven to 
work they have to drive out for 
their lunch, or to pick up a few 
items for their evening meal. 
Such developments are 
derisive - they deny access 
and choice to those without a 
car; they are both 
car<dependent uses.” 

Mr Gummer went on to say 
that we should learn to see the 
car as a servant not as the 


focus for retail development 
where the proximity of 
competing businesses 
facilitates ‘competition from 


‘which consumers ‘benefit. I 


want to see town centres 
which contain variety and 
activity, and in which ‘a whole 
series of different uses are 


“Such | diversificatign of use 
ensure that the economic 
activities reinforce each other, 
and make town centres more 
attractive to local residents, 
shoppers and visitors. I want 
to see a range of activities - 
entertainment,restaurants and 
cafes, health and educational 
activities. 

“Towns need to be places 
where people choose to live, 
and work and = enjoy 
themselves. [ want to see us 
improve the quality of our 
towns so that we can reduce 
the pressures of urban sprawl 
and the development of green 
field sites.” 

These are stirring and 
appropriate words for the next 
decade. But are they in time to 
bring about the renaissance of 
our towns and_ the 
improvement in the quality of 
urban life that is so necessary? 





_ Roving he 
offer new blend |A dip in the deep end 


singers 


Theatre / Andrew St George 





although the actors need to relax much more 
and the action of the play needs to quicken. 
The modern dress works well, particularly 
with video links to the battle scenes and studio 
speeches from Brutus and Mark Antony. 
The shortened version of the play offers itself 
as Brutus’ tragedy, the dilemma of a man torn 


new fringe theatre in London, The 

Bridewell, has opened at the St Bride 

institute at Bride Lane, Fleet Street. It 
deserves to be a roaring success. 

The auditorium is built over a disused 

Victorian swimming pool - around the walls is 

a raised wrought-iron gallery, and above, a 


of recordings 


‘Richard Fairman on a virtuoso 
display by an amateur choir 


Ando Mur 
Frank Gallagher as Salter and Jim Twaddale as McGee wrestle with the coalface politics 


Theatre / Malcolm Rutherford 


















and down the country 
which pride them- 
selves on singi 


being performed, about four of 
each voice make up a choir, 
the altos being women or men 
as preferred, sometimes a mix 
of each. The Sixteen, founded 


expressive ~- professional in 
the best sense. 

At its finest it gave a 
virtuoso display of what a 
choir like this can achieve. The 
re-issue of the original 
recordings of Benjamin 
Britten’s unaccompanied 


is engaged on 
all the composer's 
usic, which means the 
have it on the tips of 
their tongues. The central 
section of the Hymn to St. 
Cecilia whisked past, a model 
of lightness, as each fugal 
entry chased after the one 
before. The late cycle of 
medieval lyrics, Sacred and 
Profane, is not among Britten's 
best work, but it sounds far 
more convincing when its 
close-packed dissonant 
harmonies are sorted out as 
clearly as they were here. 

For this all-English 
programme Britten was paired 
with Purcell. Heard in close 
proximity, Purcell is revealed 
as the more ambitious in his 
response to the words. In just a 
few minutes the anthem “Blow 
‘up the trumpet in Sion” covers 
an enormous amount of 
ground, from brassy choral 
fanfares to mourning, to 
affirmation. 

The Sixteen has all this well 
within their grasp, though 
Christophers moulds the music 
so suavely that his 
performances can sound 
over-cultivated. Solos from 
within the choir were 
confidently taken. 


The Sixteen is sponsored by 


glazed roof. 
The pool was built in 1893, and was closed in 
1972. 


Last year, Carol Metcalf and her company, 
Breach of the Piece, staged Much Ado About 
Nothing in the shallow end of the pool, and the 
idea of a theatre emerged. After five months’ 
work, £400,000 from the institute and some 
non-invasive design by Lloyd Leroy Architects, 


the theatre opened. 


The pool itself is now the orchestra 


pit. 


The theatre's owners and governors, the St 
Bride Institute, are planning exhibitions and 
conferences in the space: the theatre's artistic 
director, the tireless Metcalf, can offer the 
theatre for a single early-evening after-work 
show or a lunch-time revue (imagine 
how many people fit into a 25-metre swimming 


pool). 
The schedule includes Sondheim's Pacific 
later this year, but the Bridewell has 
Shakespeare. 


corporate 


Overtures 
opened with 
Julius 


cast. 


The result is more a recital than a play. 
The essentials of Julius Caesar remain, 


Caesar gave the world the “most 
unkindest cut of them ali”; this has nothing to 
do with the Lorena Bobbitt case in Virginia, and 
everything to do with getting Julius Caesar 
down to two hours on stage with a small 


between instinct and judgment: the part is well 
played by Clive Paget. 

Caesar stays alive long enough to show he is 
worth killing, Cassius 
throughout, and Casca (successfully cast as a 
woman) is blunt to 2 fault. 

Elsewhere, the play depends so much on 
ceremony (this is where 
ceremony” comes from) and crowd scenes which 


are all sweaty nightcaps and foul breath, that a 
scaled-down version 


lurks hungrily 


“standing on 


risks missing the scope and 


reach of Caesar's ambition. 


more martial. 


deep play. 


In action, this theatre has great potential for 
large scenes and intimate moments. But in 
Caesar the actors occasionally traded lines like 
eater PON Players tossing a long pass across the 
poo! 


The lighting could also be more focused to 
divide up the big stage, and the music should be 


Carol Metcalf directs. 
But this is a sound start to what should be a 
fine new career for the converted swimming 


pool. 

No jokes about Brutus’ line: “Since Cassias 
first did whet me against Caesar I have not 
slept” — that would be too shallow a view of this 


Bridewell Theatre (071 936 3456): in repertory 
with The Merchant of Venice until February 5 





Classical music awards 


The Classical Music Awards, 
the principal international 
prize-giving ceremony for 
classical music, were presented 
at the Royal Albert Hall in 
London on Friday 
night. 

The 1993 winners were: 
Singer of the Year (Male) - 
Thomas Hampson: Singer 
(Female) - Cecilia Bartoli: 


Bashmet: Composition —- 
Symphony No 4 by 
Lutoslawski: Orchestra - New 
York Philharmonic: Newcomer 
- Sarah Chang: Recording - 
Gorecki's Symphony No 3 
(Nonesuch): Festival Concert 
Series - Tender is the North, 
Barbican, London: Chorus - 
Arnold Schoenberg Choir: 
Chamber Group - Kronos 


Orchestra of the 18th Century, 
Holland: Conductor - Valery 
Gergiev: Television Broadcast 
- The Vampyr, BBC: Opera 
Production - Oedipus Rex, 
Saito Kinen Festival, Japan: 
Personality of the Year - José 
Carreras. 


The Awards are sponsored 
by Kenwood. 


Dark and desperate 
down in the pit 


he decline of the 
British coal industry 
is one of the most 


dramatic events in 
recent British history. Less 
than a decade ago, the 
National Union of 
Mineworkers could threaten to 
bring down a government, and 
sometimes succeed. The 
miners were regarded as the 
salt of the earth even by 
former conservative prime 
ministers: buying them off was 
a price worth paying. And 
when Margaret Thatcher stood 
up to the miners’ strike in the 
mid-1980s, she was by no 
means certain the union would 
be defeated. 

By now, there are only about 
20,000 miners left and British 
Coal is on the verge of being 
privatised. Here is a play about 
the coal face, written from the 
inside. Mike Cullen's The Cut 
is the best first full-length 
work by 2 British dramatist for 
some considerable time. Not 
only does it break new ground 
in terms of subject, it also 
observes the classical virtue of 
confining the action to one 
place — namely the pit, some 
3,000 feet underground. 

There are only four 
characters, all miners. 
Daylight is never seen; the 
miners shy away from the 


reality not be faced. That does 
not mean that it is all 
solidarity. Politics 
are as intense as 

those above. Because of the 
location, designed at the Bush 
Theatre by Suzanne Fields, 
events are more dramatic. 

Cullen was an electrician at 
a Scottish colliery before he 
turned playwright. His 
knowledge of the industry 
must be unsurpassed in the 
theatre, and the way he draws 
on it is one of the fascinations 
of the piece. The Cut is full of 
technical detail; without it, it 
would be a lesser play. To take 
a small example, an elderly 
miner (Sandy) is plainly 
suffering from 
pneumoconiosis; Cullen {ets 
the coughing speak for itself. 

The writer has borrowed one 
incident from the 1984-35 
strike. In South Wales a 
concrete post was thrown from 
a motorway bridge on to a taxi 
taking a miner to work; the 
driver was killed. Cullen 
embroiders this into the wrong 
man being jailed for the 
offence, and another being 
killed because he was a 
witness. 

For the rest. however, this is 
a tale of miners quarrelling 
with miners, of the most 
militant being the first to take 


choral works in the past year 
or two has been valuable as 


Quad Electreacoustics Lid 


Instrumentalist - 


Yuri 


Quartet: Early Music Group - 


Antony Thorncroft 


surface as if it represents a 


the redundancy money when 


the strike is lost and others 
pushing for management jobs 
under privatisation. Hessel, the 
only really unpleasant 
character, has packed in the 
union because the only way to 
have clout is to act from the 
inside. By the end of the play, 
he is the new undermanager. 

The plot is sometimes 
obscure, and not only because 
of the heavy Clydeside accents. 
There are masses of four letter 
words. But none of that is a 
defect. This is one of the few 
occasions where the swearing 
is a natural part of the 
language and not a substitute 
for thought. Being 
underground may have 
distorted the miners’ 
intelligence; it has not 
necessarily diminished it. 

The Cut is by Martin 
McCardie and performed by a 
relatively new Scottish 
company, Wiseguise 
Productions. It is a thriller 
because it takes some time 
before the full villainy of 
Kenneth Glenaan’s Hesset 
emerges. Earlier one might 
suspect the equally excellent 
(but framed) Frank Gallagher 
as Salter, Jim Twaddale’s 
McGee is one of those panicky 
characters inbetween. 


Malcolm Ratherford Bush 
Theatre. (081) 743 3388 








@ BERLIN 





OPERA/DANCE 
Staatsoper unter den Linden Two 
Gluck operas - Aiceste and 
Iphigénle en Tauride - are in 
Tepertory over the next month, in 
new ions staged by Achim 
Freyer and conducted by Thomas 
Hengelbrock. Gasts Include Anna 
Caterina Antonacci (Aleeste), Carola 
Hohn (Iphigénie , Gino Quilico 
(Orest) and Keith Lewis (Pylades). 
Alceste opened last night and the 
premiere of iphigénie Is on Sat. Both 
ara sung In French (200 4762/2035 


4494) 
Deutsche Oper Margaret Marshall 
and Marie McLaughlin head the 


cast in Le nozze di Figaro tomorrow 





recital. Thurs: Michael Schoenwandt 
canducts Berlin Symphony 
Orchestra in Handel, Stravinsky and 
Brahms, with piano soloist Desz6 
Ranki (2090 2156) 

Phialharmonie Tomorrow, Wed, 
Thurs: Bemard Haitink conducts 
Berlin Phiharmonic Orchestra in 
Martinu's Oboe Concerto (Hansjérg 
Schellenberger} and Schubert's 
Eighth Symphony. Sat: Heinz 
Holliger conducts Ensemble Modem 
in Carter and Holfiger. Sun, next 
Mon and Tues: Haitink conducts 
SPO in Mozart and Mahler, with 
violin soloist Frank Peter 
Zimmermann. Feb 12, 13: Claudio 
Abbado conducts Mahler’s Eighth 
Symphony (2548 8132) 

Komische Oper Thurs: Simone 
Young conducts orchestral works 
by Penderecki, Beethoven and Falla, 
with cello soloist Alexander Baillie 


(229 2555) 


Mi NEW YORK 


THEATRE 

@ No Man's Land: Christopher 
Plummer and Jason Robards star 
in Harold Pinter’s 1975 play, 
directed by David Jones. In previews 
(Roundabout, Broadway at 45th 
St, 869 8400) 

@ Angels in America: Tony 
Kushner's epic two-part drama - 
about religion, sex, Aids and corrupt 
Politics - conjures a vision of 
America at the edge of disaster. 
Part one is Millenium Approaches, 
part two Perestroika, played on 
Separate evenings (Walter Kerr, 219 
West 48th St, 239 6200) 

@ Four Dogs and 2 Bone: John 





Hollywood was one of 


off-Broadway’s biggest hits last 
autumn (Luciile Lortel, 121 
Christopher St, 239 6200} 

@ Laughter on the 23rd Floor. 

Neil Simon's 27th Broadway play, 
about a group of writers trying to 
write a new show, is one of his 
finest comic efforts. Directed by 
Jerry Zaks (Richard Rodgers, 226 
West 46th St, 307 4100) 

@ The Sisters Rosensweig: Wendy 
Wasserstein's play, a comedy with 
serious undertones, about the 
reunion in London of three American 
Jewish sisters (Ethel Barrymore, 

243 West 47th St, 239 6200) 

@ Heartbreak House: Shaw's play 
altemates with Dostoyevsky’s The 
Brothers Karamazov In a Jean 
Cocteau Repertory production 
(Bouwerie Lane, 330 Bowery at 
Bond St, 677 0060) 

@ She Loves Me: the 1963 Bock, 
Harnick and Masteroff musical is 

a delicate, unabashedly simple story 
with all the humanity, integrity and 
charm that Broadway's 
mega-musicals lack (Brooks 
Atkinson, 256 West 47th St, 307 
4100) 

OPERA/DANCE 

Metropofitan Opera Tonight's 
performance Is the first this season 
of La nozze di Figaro, with Helen 
Donath, Ruth Ann Swenson, Dawn 
Upshaw and James Morris (in 
repertory till Feb 24). Alessandra 
Mare and Michael Syivester head 
the cast in Aida tomorrow and Sat 
(in repertory till Feb 17). This week's 
performances also include Lucia 

di Lammermoor and Elektra. A new 
production of Britten's Death in 
Venice opens on Feb 7 (362 6000} 
State Theater New York City 
Ballet's winter season runs daily 
except Mon till Feb 27. with matinee 


and evening performances on Sat run, Woody Allen continues playing 
and Sun. A new Peter Martins work clarinet on Mon evenings. Closed 
is premiered on Feb 3. Darcey Sun (211 East 55th St, 758 2272) 
Bussell gives guest performances @ The Brazilian season at the 
on Feb 9, 10, 12 and 16 (870 5570) Ballroom continues this week with 
Joyce Theater Erick Hawkins Dance Angela Ro Ro (253 West 28th St, 
Company is in residence this week. 244 3005) 

Feb 1-6: Elisa Monte Dance @ Weslia Whitfield, one of the 
Company. Feb 8-13; Lucinda Childs | most assured jazz-cabaret voices 
Dance Company {242 0800) to grace New York in recent years, 
CONCERTS is currently at work in the Oak Room 
Avery Fisher Hall Tomorrow's New of Algonquin Hotel (59 West 44th 
York Philharmonic concert, St, 840 6800) 


conducted by Neeme Jarvi, includes 
works by Langgaard, Bruch and 
Sibelius. On Thurs, Fri aftemoon, 
Sat and next Tues, Kurt Masur 
continues the tradition of featuring 
members of the orchestra as 
soloists, with a programme including 


@ This week's programme at The 
Caté is dominated by Holly Cole 
Trio, whose latest album Don't 
Smoke in Bed has helped spread 
the charms of Cole's versatile voice 


(380 Lafayette St, 533 7000) 





Bach's Second 

Concerto and world premiere of @ PARIS 

Ned Rorem's English Hom OPERA/DANCE 

Concerto. Feb 10: world premiere Opéra Bastille Tonight, Thurs, Sat, 
of Schnittke's Eighth Symphony. next Mon and Wed: Bemhard 

Feb 13: Mirella Freni and Nicolai Kontarsky conducts Harry Kupfer’s 
Ghiaurov (875 5030) 1987 Stuttgart production of B.A. 
Camegie Hall Feb 1 and 3: Zubin Zimmermann's Die Soidaten, with 
Mehta conducts Israel! Phifharmonic. Usa Saffer, Franz Mazura and Helga 
Feb 2: Viadimir Spivakov and Dermesch. Tomorrow: Cometia 


Moscow Virtuosi. Feb 4: Dresden 


Kalllsch song recital. Feb 5: 
Myung-Whun Chung conducts first 


night of André Engel's new 
Orchestra. Feb 7: Minnesota production of Salome (4473 1300) 
Orchestra. Feb 18: Ozawa and the Palais Garnier Tomorrow, Wed, 
Boston Symphony (247 7800) Thurs, Fri: Ballet de I'Opéra de Paris 
in John Neumeier's production of 
@ = Eartha Kitt begins an Nutcracker. Feb 9-28: Nijinska triple 
engagement tomorrow at Carlyle bill (4742 5371) 
Hotel (Madison Ave at 76th St, 744. CONCERTS 
1600) Chatelet Tonight: Pierre Boulez 
@ Jose Feliciano begins an conducts Ensemble 
engagement tomorrow at the Biue InterContemporain in works by 
Note (131 West 3rd St, 475 8582) Philippe Manoury and Boulez. Sun 
@ = Singer Gail Wynters and the moming: Abdel Rahman El Bacha 
Bill Charlap Trio are in residence continues his cycle of Beethoven 


at Michael's Pub for an open-ended 


plano sonatas. Next Mon: Felicity 


Lott sings Strauss Lieder (4028 
2 


840) 
Salle Pleyel Wed, Thurs: Djansug 
Kakhidze conducts Orchestre de 
Paris in works by Weber, Sibelius 
and Rakhmaninov, with violin soloist 
Maxim Vengerov (4561 0630) 
Thé&tre de la Ville Sat: Deszd 
Ranki and Edit Klukon play piano 
music for four hands by Debussy 
and Ravel. Feb 4, 5: Zoltan Kocsis 
(4274 2277) 
Théatre des Champs-Elysées Next 
Mon: Yevgeny Kissin piano recital 
(4952 5050) 
JAZZ/CABARET 


jary blues guitarist Little 
Milton heads the bill for the next 
two weeks at Lione! Hampton Jazz 
Club, with a supporting act including 
Joe McKinney, Lynnie Love, Tony 
Brown and the All Star Orchestra 
(Hotel Meridien Paris Etoile, 81 
Boulevard Gouvion St Cyr, tel 4068 


3042) 

THEATRE 

@ Nora: Austrian playwright 
Elfriede Jelinek picks up the story 
of Ibsen’s heroine In The Doll's 
Housa after she slams the door 

on marital dependency. Valérie 
Dreville takes the title role, Claudia 
Stavisky directs. Daily except Mon 
tii Feb 20 at Théatre da la Colline 
(4482 5252) 

@ The Winter's Tale: Stéphane 
Braunschweig's Shakespeare 
production was much praised when 
it was first staged in Orleans last 
autumn, Dally except Mon till Feb 
6 at Théatre de Gennevilllers (4793 
2630) 

@ Children of the Sun: Maxim 
Gorid’s pre-revolutionary drama 
{1905) is directed by Luis Pasqual 
at Odeon-Théatre de l'Europe. Daily 
except Mon till Feb 27 (4441 3636) 


ARTS GUIDE 
Monday: Berlin, New York and 
Paris. 


Tuesday: Austna, Selgium, 
Netherlands, Switzerland, Chi- 
cago, Washington. 


Prague. 
Friday: Exhibitions Guide. 


European Cable and 
Satellite Business TV 
{Central European Time) 
MONDAY TO FRIDAY 

Super Channel: European 
Business Today 2230; 
repeated 0630, 0715 
MONDAY 

Super Channol: FT Reports 


Super Channel: West of 
Moscow 1230 

Euronews: FT Reports 0745, 
1315, 1545, 1845, 2345 
WEDNESDAY 

Super Channet: FT Reports 
1230 

THURSDAY 

Super Channel: West of 
Moscow 1230; FT Reports 
2130 

Euronews 0745, 1315, 1545, 
1835 

FRIDAY 

Super Channel: FT Reports 


Super Channet: FT Reports 
2230 
Sky News: FT Reports 1730; 
0430 





io 





It’s the business 


cycle, stupid 


he slogan “It's 

economy, stupid” is is 

indelibly associated 

with Bill Clinton’s 
1992 presidential campaign. 
Yet although it made good 
sense then to focus attention 
on immediate tls, such as high 
unemployment, such an 
approach is now a political lia. 
bility. The relevant question 
today is not the vitality of the 
recovery (that can be taken for 
granted, arctic weather and 
but where the US stands in 
that constant of economic life: 
the business cycle. 

How mature is this cycle? 
When will the economy run 
out of capacity and begin to 
face inflationary pressures? 
The question seems daft until 
you recall that the US will 
shortly enter its fourth year of 
relatively robust growth. Given 
that the preceding recession 
was mild, it is not safe to bet 
that the economy will still be 
strong when the New Hamp- 
shire primaries open in two 


years. 

Some deceleration from the 6 
per cent annualised growth of 
the fourth quarter seems 
assured. But given the accumu- 
lated momentum, growth may 
level off at 3.51.0 per cent. Par- 
adoxically, such strength poses 
Tisks, warms Mr William 
Brown, chief economist at J.P. 
Morgan, the New York bank. 
Calculations by the Federal 
Reserve and others indicate 
the economy’s long-rtm poten- 
tial rate of growth is only 2.0. 
2.5 per cent. Excess capacity is 
thus disappearing rapidly: the 
rate of capacity utilisation in 
manufacturing industry is 
already close to the 83 per cent 
level previously associated 
with rising Inflation. 

And the US labour market is 
entering the inflation danger 
zone. Allowing for demo- 
graphic trends, Mr Brown reck- 
ons a jobless rate (on the cur- 
rent definition) of about 5.75 
per cent constitutes “full 
employment” in the sense that 
any further reduction in unem- 
ployment would cause acceler- 
ating inflation, and thus be 
unsustainable. ‘The jobless rate 
has plunged 1.5 percentage 
points to 6.4 per cent in just 18 
months. At this rate of decline, 


the US will hit full 
employment in about nine 
months. 
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Once cyclical expansions 
really get going, they are hard 
to control. If the Fed is to pre- 
vent inflation rising, it may 
thus have to tighten policy 
quite aggressively. Against 
conventional wisdom, Mr 
Brown predicts that Mr Alan 
Greenspan, chairman of the 
Fed, will raise short-term inter- 
est rates, currently 3 per cent, 
by a quarter point before deliv- 
ering his Humphrey-Hawkins 
congressional testimony in late 
February. (The conventional 
wisdom is that rates will not 
be raised until March or possi- 
bly even mid-year.) 

Thereafter the squeeze will 
have to intensify: by the end of 
this year short rates will be 45 
per cent, rising to 5.5 per cent 
late in 1995. This sounds draco- 
nian. Yet although an increase 
of 2.5 percentage points would 
probably put a large dent in 
equity and bond prices, it 

hardly be tough by his- 
torical standards. In the past 
six business cycles, short rates 
have risen by an average of 5.7 
percentage points; even if one 
ignores the inflatton-prone 
1970s, the average increase was 
3.8 percentage points. 

The J.P. Morgan analysis, 
however, is only as good as its 
assumptions, Some Wall Street 
economists - for example Mr 
Bruce Steinberg at investment 
house Merrill Lynch - believe 


ures imply. He also rejects con- 
ventional estimates of long-run 
potential growth on the 
grounds that corporate 
restructuring has raised US 
productivity 


growth, 

Tn his view, productivity is 
rising at about L75 per cent a 
year against just under 1 per 
cent in the 1980s. Since the 
labour force is growing at 
about 1.25 per cent, this means 
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the potential growth rate is 
now about 3 per cent. There is 


thus more slack In the econ- 


omy than conventional esti- 
Mates suggest. 

One might add that standard 
measures of inflationary pres- 
sure could be equally mislead- 


ing. Most experts (including 


the. Fed) agree that the con- 
sumer price index overstates 
inflation, which is actually 
nearer to 2 per cent than the 
measured 2.7 per cent. Anxi- 
eties provoked by corporate 

‘downsizing” and record levels 
of white-collar unemployment 
may also mean that the jobless 
rate consistent with stable 
inflation has fallen. At any 
Tate it is hard to believe that 
many employees will be bold 
enough to start aggressively 
demanding higher pay in the 
near future. 


It is thus possible that the 
current upswing could persist 
for several more years without 


chang- 

ing in fundamental ways. The 
economic rise of east Asia and 
the adoption of market princi- 
ples in much of the developing 
world - as well as some for- 
merly communist countries - 
represents an historic exten- 
sian of the global market; more 


intense competition should’ 


exert downward pressure on 
inflation in mature economies, 
such as the US. 

Yet as Mr Brown points out, 
the extraordinary divergence 
in business operating rates in 
the US and Europe in recent 
years suggests that national 
economies are less integrated 
than many suspect. In particu: 
lar, service sectors (two-thirds 
of most economies) are largely 
insulated from foreign competi- 
tion. You cannot therefore 
assume that excess capacity in 
trading partners — or competi- 
tion fram the likes of China 
and Mexico - will prevent the 
us S economy from overheating. 

Since monetary policy oper- 
ates with long and variable 
lags, the prudent course ts 
surely for the Fed to tighten 
policy quickly and then debate 
the existence of a “new eco- 
nomic order”. Taking the medi- 
cine early also makes political 
sense. Mr Clinton would surely 
prefer a modest firming of 
rates this year to a monetary 
uae while campaigning in 
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gadget 
gas meters. It is the first prac- 
tical step in the revolution 


The gadgets read the meters 
every six hours and transmit 
the information by radio to a 
nearby receiver from where it 
is be piped into British Gas 
computers. The company can 
thus monitor gas consumption 
four times a day rather than, 
as before, through the three- 
monthly meter 

‘The gadgets are part of an 
experiment by British Gas to 
improve its management of the 
UK gas system and cut the cost 
of reading meters. But they 
could help pave the way to the 
competitive market which Mr 
Heseltine wants a develop 
later this decade. The changes 
will be pioneering insofar as no 
leading industrial country has 
ever tried to liberalise gas 
sales to the extent planned in 
the UK. 

. The intention is that, after 
1998, every household in the 


‘country should be free to buy 


its gas from as many as half a 
dozen competing companies. 
Although households will con- 
tinue to receive their gas 
through the same pipes as 
before (these will still be 
owned and operated by British 
Gas), their supplier will be 
responsible for injecting 
enough gas into the system to 
meet its customers’ demands. 
The supplier will therefore 
have to keep close tabs on its 
customers’ consumption. 


One way this could he- 


achieved would be by attach- 
ing the Edmonton gadgets to 
customers’ meters. These are 
made by Motorola, the US elec- 
tronics company, and cost 
about £10 each, including 
installation. 

However, British Gas has 
also been trying to develop a 
new generation of meter, 
which incorporates more 
sophisticated metering tech- 
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The gas meter 
cometh... 


Metering plans will be crucial to itberalising the. UK_ 
gas market, say David Lascelles and Robert Comin’ 


meters at a rate of about 
100,000 a year within. 18 
months. 


they should cost about the 
same a8 standard meters, or 
about £50 each. 


who should pay to have the — 


new meters installed? With 
potentially 18m households 
involved, the cost could be 
immense. Moreover, are the 
meters even necessary for the 
free market to operate? 

These questions are a big 
worry for the independent gas 
suppliers that want to break 
into the domestic market. 


Their concern is that house- . 


holders will think they have to 
go through the cost and incon 
venience of installing a new 
meter if they want to change 
suppliers. This impression 
might be reinforced by the fact 


to use Mercury, the indepen- 
dent competitor to British 
Telecom. This could lead to 


independent gas supplier 
would pipe enough gas into the 
system to meet the deemed 


making up 
shortfall” in supply, even 
thongh it could impose peovalty 


one 
by day but another 


ffe: cheaper 
eae ee night. 


Arthur D Little, the consul- 
tancy firm which ‘is advising 
British Gas on the transition to 


equitable way to ‘balance the 
system is to install automatic 
metering equipment in all «x 

households. He says that ferent 
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‘But ultimately, 
depend on how epiomeltl con 
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UK caught 
between — 
two systems 


From Ms Sarah Atkin. 

Sir, In response to Joe Roga- 
ly’s excellent piece (“It is'a 
moral issue”, January 18) I 
would like to add the following 


points. 
If we now lack national self 


systems: modern capitalism 
and the monarchical state. 
What we have ended up with 
after 14 years of single-narty 
rule ‘is the worst of all worlds: 
capitalism's downside - low 
wages, poor skills, a crumbling 
infrastructure and vast extrem- 
ities of wealth ~ oe 
within a constitutional settle- 

ment that serves the interests 
of an elite, is open to political 
interference and inappropriate 
to the needs of a late-20th cen- 


tury democracy. 

The national malaise is 
therefore more than simply a 
disenchantment with politi- 
cians. If our institutions are 
deficient then the need for 
far-reaching reform is long 
overdue. A new constitutional 
settlement would not solve all 
our ills at a stroke but it would 
begin to create a culture of citi- 
zenship and give us some sense 
of conmmon purpose and shared 
identity. 

Sarah Atkin, 
1 Acenell Road, 
Landon N5 iDP 


Premium fuss 


Capital Gard teket As 





















Number One Southwark Bridge, London SE1 9HL 
Fax 071 873 5938. Liters transmitted should be clealy (ped and not hand written. Please set fax for finest resolution 


From Mr Mike Clancy. : 

Sir, Your ‘article, “Power 
workers accept merit pay” 
(January 15/16), requires clari- 
fication, The new agreement 
for professional and supervi- 
sory staff in Eastern Electricity 
covers of terms and 
conditions, including the intro- 
duction of performance-related 
pay (PRP). However, the state- 
ment that the trade union’s 


negotiations will be paid as a 
minimum to individuals who 
meet or exceed targets. In addi- 
tion, we ‘have secured the right 
to represent members over 


year-end appraisal rating. 
Indeed, the new scheme does 
not go into full effect until 


Performance appraisal ‘cate: | It is important that. the 
gories will determine precise’ given by the article 
individual increases, but the | is corrected, a8 too often trade 


‘From Mr Dawid Daws. 
Sir, In a press release of Jan- 
the _ government 


legislation enacted in 1978 (Sec- 
ton 37 of the Finance Act 
1978). 


‘The ‘enterprise-20ne allow- 
ance is a government subsidy 


objective setting and their. 


Reforms have taken |No need 

; to shout 
Mexico a long way. : 

5 aed From Mr J Michael 

From Mr Mark Phillips. ness loan or mortgage been Sir, I don’t. object to ann 
Sir, In your editorial, “Strife | conceivable for any but a small | who use mobile jones 
in Mexico” (January 20), you | fraction of the population. call from. trains (“Impolite in 
fail to mention that without With or without democratic | the pub but fine on the train”, 
the Salinas administration’s | reform these measures, | January 20) - just those who 
reforms, long-term financial |.secured by international trea- | are too stupid to realise it is 
stability and, therefore, lower- | ties, will go a long way-to | unnecessary to shout over the 
cost, long-term financings: Soabling (he people int Mexico intervening as well. 
would be further unattainable | ‘to put food on their own tables. |’ J Michael Philtins, ; 
for the population than ‘they | Mark Phillips, Longstone. 
are today. Only in the past sev-. 200 West 15th Street, Apt 90. Mill Lane. 
eral years has a 16-year busi- Naw York, NY 10011 US - : Sherborne, Dorset DTS 6PB 


Performance pay and bargaining rights 


product of the trade union's F 


in this acceptance of PRP that e 
is incompatible with strong i 
trade union representation into 





Rethink building allowance. “defect” 


which investors recoup their 
investment. Lower investment 


gnnounced will not itself stop 
Investments based on enter- 
‘Prise zone or industrial build- 


-| ings allowances. It will, how- 


ever, make some form of 

more difficult to 
structure, meaning that law- 
Yers, accountants and bankers 
will higher fees. The 
Proposed. amendment was 
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- + prime minister, a ot and ih. 


When Mr Morihiro Hosokawa 
became Japan’s prime minister 
last summer, ending 38 years of 
unbroken rule by the Liberal Dem- 


'..] ocratic party, he rightly identified 


reform of the country’s corrupt 
and antiquated political system as 
his coalition's principal task. By 
that yardstick, the defeat of his 
electoral reform proposals in the 
upper house of parliament on Fri- 
day represents a serious setback 
It bas undermined, perhaps 
meally, the government's cohesion 

and credibility on the main issue 
that brought it to power. - 

Worse, it leaves Japan flounder- 
| ing without effective leadership in 
the face of the most serious eco- 
nomic recession since the second 
world war and at a time of mount- 
ing US pressures over trade. Vital 
decisions on stimulating and dere- 
gulating the economy are being 
held hostage by the row over 
reform. Unless it is swiftly 
resolved, economic confidence will 
take. a further battering and, as 
‘Mr Lloyd Bentsen, US 
secretary, made clear in Tokyo 
yesterday, Japan's international 


*. | difficulties will multiply. 


That things have come to this 
pass is not Mr Hosokawa’s fault. 
"| His reform bill had the potential 
to make Japanese politics cleaner 


the current multi-seat constitu- 
acy system with a mixture of sin- 
gie-seat districts and proportional 
representation, and had been 
| by the lower house of 
parliament two months ago. Fri- 
day’s failure reflects rather the fis- 
siparous nature of his seven-party 
coalition, and in particular the 
implosion of its largest compo- 
nent, the Social Democratic party, 


} 17 of whose members crossed the 


floor to vote with the opposition 
LDP. Mr Hosokawa is now in the 
fronic position of relying on the 
power brokers of the LDP itself - 
.the only party which can assure 
him of a majority — to salvage at 
least part of his plan. 


Important change 


Painful as it may be for the 


between the government and 

LDP on political reform is both 
necessary and desirable before the 
current parliamentary session 
closes on Saturday. Such a com- 
promise is not impossible, for the 
LDP has proposals of its own. 
Although they dilute Mr Hoso- 





The Angio-lrish strategy for 
to northern Ireland 


fire, bat that is no reason to aban- 
don it. Launched shortly before 
Christmas over the signatures of 
both Mr John Major, the British 
prime minister, and Mr Albert 
Reynolds, his Irish counterpart, its 
great strength is that it is a joint 

ise. This confers a political 


side in promoting the use of the 
democratic process as the sole 
legitimate means of solving the 
problem of two communities liv- 
ing together on one island. 

In contrast the perpetrators of 
violence appear to be divided. The 


a wide range of public opinion. 


‘Unionist veto’ 

Mr Adams" argument, and in 
particular his insistent objection 
to what he calls the “Unionist 
veto” over any future pan-Irish 


’ |- settlement, was demolished by Mr 


Reynolds on Thursday night. in 
an important speech, the Tao- 
iseach recalled the UN charter, 
the Helsinki Final Act, the UN 
declaration on principles of inter- 
national law (1960) and even South. 
Korea's acknowledgement that 
reunification with North Korea 
should not be sought by violent 
means. All these authorities, plus 
Trish history, were invoked in sup- 
port of the contention that “the 

of. northern Ireland have 
the right to determine by a major- 
ity whether they wish to stay with 
Britain or join x sovereign united 
or agreed Ireland”. 

The Irish prime minister noted 
that his joint declaration with Mr 
Major also recognised the right of 
selfdetermination of the national- 
ist - that is. Catholic - commu- 
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_|Tokyo: time 
to compromise 


.and more transparent by replacing: 


eral public disaffection does 


* |Anglo-Irish 
;co-operation 


peace 
has not yet brought about a cease . 


playing for time and appealing to © 








kawa’s plan in various ways calcu 
lated to benefit the LDP, they 
retain his most important change 
— that to single-seat constitucn: 
cies, which would foster competi- 
tion between parties on policy 
grounds rather than enco 
individual politiclans from the 
same party to buy votes with cash 
and favours as at present. 















Stagnant economy 


It is not just on the electoral 
system, however, that the govern- 
ment and the LDP need to reach 
some accommodation. The stag- 
nant state of the economy is, if 
anything, a more pressing case for 
concerted action. In spite of 
repeated promises of an economic 
stimulus package in recent 
months, Mr Hosokawa has failed 
to deliver, and his coalition now 
looks less likely than ever to be 
able to agree on such necessary 
Ineasures aS a cut in income tax. 
Neither the domestic economy nor 
Japan's trading partners can toler- 
ate further delay. Here, too, the 
onus is on LDP leaders to show 
statesmanship and recognise their 
self-interest in lending Mr Hoso- 
kawa a helping hand. 

There will be those in the LDP 
who, for ideological or electoral 
reasons, oppose such co-operation. 
But the alternative - an early 
election under an unreformed 
electoral system - would hardly 
serve a useful purpose. Voters out- 
raged by the politicians’ failure to 
agree on political or economic 
reform would most likely deliver 
another weak coalition that would 
simply prolong the political and 
economic agony, preside over a 
further deterioration in Japan's 
Telations with the US, its most 
important partner, and deepen 
tomas mistrust of the political 


ars Hosokawa may be a transi- 
tional figure in a situation of 
wuprecedented political fluidity. 
But the fact that he is one of the 
few politicians to whom the gen- 
not 
apply shows that his declared 
goals of political reform and eco- 
nomic deregulation are in tune 
“with the desires of the electorate, 
as well as with the demands of 
Japan's international partners. 
From them and from his political 
rivals, he deserves support in 
managing an orderly transition to 
the fresh elections that are all but 
inevitable in a few months. 

















































nity in the north But a united 
Treland could not be achieved by 
either political or military force, 
only by persuasion. “Accordingly, 
there is not merely no moral justi- 
fication, but also no coberent ideo- 
logical basis for a continuation of 
armed struggle,” he said. 


IRA isolated 


Given time, the persistent dem- 
onstration that the IRA cannot 
justify its attacks, even to most 
people in its own natural constitu- 
ency, will isolate it, both within 
these troubled islands and interna- 
tionally. The speech by the north- 
ern Ireland Secretary, Sir Patrick 






















negotiations with Sinn Fein while 
violence continued, Sir Patrick 
offered “clarification” of how the 
nationalist party could be brought 
into the political process, once the 
use of arms was renounced. He 
thus showed that Britain might be 
flexible, without abandoning the 
principle that a ceasefire must 
precede serious talks. Mr Major’s 
weekend reply to a letter from Mr 
Adams was in the same vein. This 
sensible strategy, and the entire 
Angio-Irish concordance, would be 
enhanced by a removal of the ban 
on the use of Sinn Fein voices on 
British radio and TV. following 
the lifting of more draconian 
restrictions by Dublin. 

No-one can expect with confi- 
dence that this approach will’ end 
IRA attacks. The UK government 
should nevertheless proceed with 
talks on new constitutional 
arrangements for Ulster, while 
taking care to keep Dublin on side 
at every step. It is well placed to 
ask for Mr Reynolds’ whole- 
hearted support for and co-opera- 
tion with security responses to 
whatever level of violence occurs. 
The irish government has at last 
published a bill that would close 
legal loopholes in extradition pro- 
cedures. It can no longer plausibly 
defend the possession of certain 
explosives and weapons as politi- 
cal offences to which extradition 
would not apply. Likewise, if fur- 
ther security measures, even dra- 
conian ones such as internment, 
have to be considered, Britain and 
Ireland should act in unison. 
Whatever Mr Adams does next, 
the alliance of purpose between 
London and Dublin is the most 
powerful enemy he has faced. 






































n the evening of Sat- 

urday December 4, 

bankers and industri- 

alists gathered at the 

home of Mr Karl Otto 
Pohl. former president of the Bund- 
esbank, in the smart town of Kron- 
berg just outside Frankfurt. 

‘The was to celebrate Mr 
Pohl's 4th birthday, but the mood 
turned sombre when Mr Hilmar 
Xopper, the chief executive of Deut- 
sche Bank, mentioned to fellow 
guests that all was not well with 
Metallgesallschaft, Germany's 14th- 
biggest industrial company. 

The day before the party, Mr 
Heinz Schimmelbusch, the Austrian 
who was then Metallgeselischaft's 
chief executive, had visited Deut- 
sche Bank with an urgent request 
for cash to stem mounting liquidity 
problems at MG Corp, the compa- 
ny’s US trading subsidiary. 

That weekend, officials from 
Deutsche Bank and Dresdner Bank, 
the two biggest banks in Germany 
and among the main shareholders 
in Metallgesellschaft, put together 
DMl1.5bn (£580m) of emergency 
funds to cover mounting cash-calls 
‘triggered by MG Corp's speculative 
trading in oii derivatives. 

“A technical problem,” is how Mr 
Kopper described the liquidity crisis 
a few days later. 

This original assessment proved 
an understatement. Within weeks, 
Mr Schimmelbusch had been 
sacked, together with his finance 
director, and four other board mem- 
bers had left. Metallgesellschaft 
restated its losses for the year to 
the end of September at DM1.sbn 
and said it may lose at least 
DM1.5bn from its exposure in oil-fu- 
tures markets. This brought the 
company to the brink of collapse. 
Bank creditors recently agreed to 
fund a DM3.4bn rescue package for 
the Frankfurt-based metals, mining 
and industrial conglomerate. 

A corporate implosion of this 
scale is rare in Germany. Not since 
the AEG electricals group went 
bankrupt in 1982 has so large a Ger- 
man company come so close to the 
edge. “The whole thing came as a 
dreadful shock,” said one banker 
last week. “Everybody is asking 
how it could happen.” 

The affair, afflictmg a company 
with annual sales of DM27bn and 
58,000 employees is not merely 
embarrassing. It has prompted an 
unusual degree of soul-searching 
among senior German bankers and 
Managers confronted with a public 
demonstration of their own failings. 

The story of the company’s deba- 
cle is a complex tale of one man's 
personality and the inadequacies of 
Germany's system of corporate gov- 
ernance. At the centre is Mr Schim- 
melbusch, 2 Jesuit-educated busi- 
nessman who could deflect criticism 
from older bankers with the same 
success that he could charm the 
foreign financial community. His 
command of English made him a 
favourite with Anglo-American 

anciers, few of whom remained 
unpersuaded by his rhetoric. 

When he took the job of chief 
executive of Metallgeselschaft in 
1988 after 15 years with the com- 
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Metallgesellschaft’s ills highlight the failings of Germany's 
system of corporate governance, writes David Waller 


A giant burnt 
by hot metal 


Metaligeselischaft: shock to the German corporate model 
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pany, he was regarded as just the 
man to inject a new lease of life into 
what had become a dull operation. 
“He was seen as a Messiah who 


the group away from its old core 
businesses of mining and metals 
into areas such as environmental 
technology. The strategy led to an 
explosion of sales until 1992 But his 
acquisition spree failed to deliver 
the immunity to recession in the 
old cyclical businesses which it was 
designed to achieve. 

Metals prices fell, triggered by 
cheap imports from the former 
Soviet bloc after the end of the cold 
war. Losses of DM124m in 1991-92 at 


tools offshoot, compounded heavy 
losses from metals smelting and 
mining. Substantial investment in 
modernising the group’s smelting 
facilities compounded the mis- 
guided strategy. As a result, profits 
tumbled, debts mushroomed (the 
group owes more than DM9bn) and 
cashflow evaporated. 

To generate revenues Mr Schim- 
melbusch aggressively promoted 
MG Corp's risky oil-futures activi- 


ties in the US. The volume of oil 
which MG Corp contracted to 
deliver on a long-term basis is 
understood to have increased ten- 
fold to nearly 170m barrels during 
the course of last year. 

It was a gamble which failed 
when the oil price turned down, 
leaving its hedging strategy exposed 
as inadequate. “He was like a jug- 
gier who had to keep bringing more 
and more balls into the air to keep 
the public happy,” said 2 banker. 

Mr Schimmelbusch's ability to 
keep the act going almost until the 
last minute - barely a month before 
his dismissal his contract as chief 
executive was renewed for another 
five years — highlights at least two 
important failures of control. 

The first is that Metaligesells- 
chaft's financial control systems 
failed to avert MG Corp's adven- 
tures in the US oil-futures market, 
or to provide any indications of 
problems until it was too late. 

This is not solely an internal 
issue. As Mr Tyll Necker, president 
of the BDI, the Federation of Ger- 
man Industry, remarked last week, 
increasing numbers of German 
industrial companies engage in 
financial market dealings, in part ta 
counter weak demand for their tra- 
ditional products. “Those compa- 
nies which do this sort of thing 






Heinz Schimmeibusch 


must be certain that they introduce 
tough internal rules, and ensure 
that they are adhered to,” he said. 

The second failure of control is 
broader: it is that of the two-tier 
board system. Under this system, 
responsibility for a company's 
affairs is divided between the super- 
visory board, in charge of supervi- 
sing management performance, and 
the management board, responsible 
for the day-to-day running of the 
business. In the case of Metallge. 
sellschaft, the supervisory board did 
not prevent Mr Schimmelbusch's 
risky ventures. 

Some 35 per cent of the compa- 
ny’s shares are owned by Deutsche 
and Dresdner banks, Daimler-Benz 
and the insurer Allianz, all presti- 
gious names in German finance and 
industry. Their representatives sit 
on the supervisory board, together 
With a crop of distinguished outsid- 
ers. The board is chaired by Mr 
Ronaldo Schmitz, the Deutsche 
Bank head of corporate finance. He 
has yet to make any public state- 
ment on the affair though a formal 
company statement last month said 
that Mr Schimmelbusch was sacked 
for failing to keep his supervisory 
board informed of developments at 
MG Corp. 

Mr Schimmelbusch's ability to 
deliberately mislead when his back 


was against the wall was demon- 
strated on Friday December 3, the 
day he visited Mr Schmitz with an 
urgent request for money. Mr 
Schimmelbusch was asked by the 
Ff to comment on rumours that 
MG Corp was in difficulties and 
that it needed extra funds. He 
denied the rumours, adding that the 
meeting that morning was routine. 
He invited the FT to see documen- 
tary proof that all was well at the 
US subsidiary, but when pressed 
the mecting never materialised. 
Critics of the German twin-board 
system argue that supervisory 
board members are often caught off 
guard because they enjoy such close 
relationships with the managers 
they are supposed to supervise. 
“The position of influence enjoyed 
by banks on supervisory boards is 
open to question as never before,” 
Mr Otto Lambsdorff, a leading 
member of the Free Democratic 
party and chairman of DSW, Ger- 
many's largest small shureholder 
isation, told the FT this weck. 
“They look after the company's cap 
ital market issues, they advise on 
Mergers and acquisitions, and in 
Some cases Lhey own biy share 
stakes as well. Is it not surprising 
that their Judement as supervisory 
board members is clouded’” 


hese comments are perti- 
nent in the Metallgeseils. 
chaft case as Deutsche 
and Dresdner banks both 
backed Mr Schimmel- 
busch's acquisition spree, reaping 
plump advisory fees and interest 
income on loans in the process. 

Mr Lambsdarff :wgues that more 
Supervisory board members should 
be independent. To reduce the influ. 
ence of banks, he would like to lume 
the number of different supervisory 
board seats occupied by one individ. 
ual from 10 to four, and to ban 
banks from owning more than 10 
per cent of industrial companies. 

Other critics of the board system 
have suggested alternative reforms: 
Professor Ekkekard Wenger, a 
noted sharehulder activist, says 
that Mr Schinumelbusch was able to 
shield the poor performance of the 
company behind opaque accounts. 
Had the true state of operating per- 
formance beun obvious in 1991-92. 
as it would under US accounting 
rules, it is unlikely that Mr Schim- 
melbusch would have survived so 
long as chief executive, he said. 

One banker who attended the res- 
cue talks said he hoped that the 
affair would act as a catalyst for 
greater openness in German corpo- 
rate life. This may be optimistic. 
The first reaction of German bank- 
ers has been to batten down the 
hatches: few details have so far 
emerged from the boardrooms of 
Deutsche and Dresdner banks of the 
postmortem currently under way. 

The big banks’ close and exten- 
sive links with industry are at the 
heart of the German model of corpo- 
rate capitalism and are unlikley to 
be relinquished without a fight. For 
decades the world has admired this 
model. But the Metallgesellschaft 
debacle has exposed the fault lines 
at the heart of the system. 





Robert Mauthner examines the frustrations caused by cuts and savings in the Foreign Office 


Diplomatic disquiet 


here was almost a whiff of 

revolution in the air in 

Whitehall, when it was 

announced last week that 
Mr Douglas Hurd. the UK foreign 
secretary, would address the 
massed ranks of his department - 
at the request of the staff trade 
unions. 

It is an unprecedented event and 
could attract as many as 1,000 Lon- 
don-based staff, who will gather 
today in the grandiose surround: 
ings of the Durbar Court, restored 
to its original Victorian splendour a 
few years ago. 

‘The fact that Mr Hurd has agreed 
to address such a meeting demon- 
strates that he recognises diplomats 
may have genuine cause for anxi- 
ety, not only about their career 
Prospects but about the future of 
the foreign service as a whole. 

Though the damage done to the 
Foreign and Commonwealth 
Office’s reputation by Mrs Margaret 
Thatcher's constant sniping 
and criticism has largely been 
repaired by the present govern- 
ment, financial constraints 


have provoked fresh worries. 

That does not mean that there is 
an atmosphere of militancy in King 
Charles Street. Most of the staff. 
and even their unions, concede that 
Mr Hurd is a good boss, as well as a 
good foreign secretary. One or two 
have even been heard to say, some- 
what rashly, that he is “the greatest 
foreign secretary this century”. 

Others, much less flattering, 
merely consider that he is very suc- 
cessful at not rocking the boat, but 
that he has not shown an inordi- 
nate amount of imagination in the 
formulation of policy. One middle- 
ranking diplomat, who refuses to 
attend today’s meeting, said it 
would be “just like a journalist lis- 
tening to a press release being read 
out by a Foreign Office spokes- 
man”. 

Yet almost everyone agrees that 
Mr Hurd has done his utmost to 
defend his department against the 
assaults of the Treasury, and that 


he was particularly successful in 
his damage limitation exercise dur- 
ing last autumn’s public expendi- 
ture survey. 

Nevertheless, in spite of small 
increases in money terms during 
the three-year period covered by the 
survey, 1998-96, there will be a cut 
of 11 per cent in real terms in the 
FCO's overall] budget over the 
period, fuelling fears of reductions 
in both posts and staff. 

Though the administration says 
that it does not “anticipate” reduc- 
tions of diplomatic posts “at the 
moment”, there can be little doubt 
that this will happen in the longer 
run, in spite of the opening of 20 
new posts since 1990. 

Undeniably, there has been a 
steady decline in Britain's overseas 
representation over the past decade. 
‘The FCO's overall manpower fell by 
19 per cent between 198) and 1990, 
though it has since risen again by 
some 5 per cent, as a result of the 


opening of new posts and the intro- 
duction of new visa regimes. 

Comparisons with countries of 
similar size and importance, such as 
France and Germany, show that 
Britain is falling behind. Last year, 
Britain had 217 posts abroad, com- 
pared to France's 291 and Ger- 
many's 230. At the same time 
Britain's overseas staff of 2,500 was 
much lower than France's 4,600 and 
Germany's 3,200. 

Further concern among staff has 
been caused by the outcome of a 
recent management study which 
showed that the hours being 
worked by many officials were far 
too long - in some senior cases as 
much as 70 or even $0 hours a week, 
instead of the 41 hours for which 
they are paid. 

In addition, a market-testing pro- 
gramme covering 12 internal ser- 
vices has raised fears that more 
jobs will be lost or staff transferred. 
The services include language train- 


ing. information technology. 
Tesearch, security, transport and 
Some aspects of communications, 
and involve about 15 per cent of the 
Foreign Office's staff. In the first 
year of its operation, the pro- 
gramme, which opens up these ser- 
vices to competitive bidding by out- 
side companies, has allowed the 
FCO to achieve savings of £6m. 

A blockage of appointments to 
senior grades, caused by the fact 
that retirements, usually about 15 
to 18 annually, will be much lower 
over the next two years, bas added 
to the malaise of a service which 
recruits only about 20 “fast-stream™ 
candidates out of more than 2,000 
applicants each year. 

it is clear that, even if there is 
unlikely to be any blood on the ele- 
gant pavement of the Durbar Court, 
Mr Hurd will nevertheless be 
unable to evade answering some 
delicate nitty-gritty questions. 
Morale-boosting statements about 
the status and continucd roie of the 
Foreign Office on the world stage, 
fhough welcome, will hardly be suf- 

cient. 





Banking on 
failure ~ 


@ Who should determine the 
performance-related pay of TSB 
directors? The non-executive 
directors? The shareholders? TSB's 
customers even? The latest signs 
are that the UK's sixth largest bank 
intends to branch out and give its 
opposition a say as well. 

‘The dear old TSB has introduced 
an executive bonus scheme which 
will mean that the pay of chief 
executive Peter Ellwood and his 
top team will be affected by how 
the bank's financial performance 
compares with an average drawn 
from a select group of competitors, 
including Abbey National, Lloyds 
and Royal Bank of Scotland. 

It may be a laudable attempt to 
restrain top people's pay at a time 
when the banking sector is 
generating increasingly vast profits. 
But it does add a rather random 
and extraneous element into the 
calculations. After ail, what good 
is it to TSB shareholders if 
everyone else flops in 1994-257. 

ET 


Beering up 

Philanthropy is not yet dead 

it seems, particularly when it's 
good for the corporate image. Miller 
Brewing, the Philip Morris 


i produce 
am bottles of water instead of beer. 
Then it ceased beer production for 
two days at its flagship plant in 


workers’ safety when temperatures 
in the upper mid-west fell as low 
as 30 degrees below. 





Poisoned chalice 


Who will get the job of selling 

Europe to the Brits? The search 

for a candidate to run the European 
’s London office is 


EC argument over whether to pick 
an in-house candidate or gamble 
on an outsider. 

Sir Leon Brittan, the EU's chief 


the temporary stand-in, must rate 


OBSERVER 





‘He's not licevsed to barn red tape 
but he’s cheap’ 


his chances. However, the post has 
been unfilled since last May which 
raises the question of whether it 
is being kept open for an unlucky 
Tory MEP who loses a seat in the 
forthcoming European elections. 
Surely not. 





Concert party 


@ Chris Patten, Hong Kong's 
governor, is always banging on 
about the virtues of a free press. 
But not all his officials agree, 
judging by an unusual alliance 


to stop the film premier of the BBC 
documentary, Chairman Mao: The 
Last Emperor in the colony's 
Foreign Correspondents Club. 

It's no great surprise that Xinhua 
News Agency, China’s official 
mouthpiece, didn't want the club 
to show the offending film tonight. 
But the FCC was piqued to find 
the local Hong Kong censor was 
also being awkward. 

Such interference has upset 
Philip Bowring, the ex-editor of 
the Far East Economic Review and 
FCC president, who opines that 
Hong Kong's tough censorship law 
is an example of the sort of 
legislation the governor ought to 

, Rot enforcing. No 
doubt Patten can be relied upon 
to turn a blind eye if he wants to 
keep opinion formers on side. 





Parkinson’s law 


i There they go again. A pillar 
of the Tory establishment, Lord 
Parkinson, took to the airwaves 
yesterday to repeat the hoary old 
allegation that Lord Healey, 
Labour's last chancellor of the 
exchequer, once promised to tax 
the rich “until the pips squeak”, 
Lord Healey. speaking on the 
BBC's World This Weekend 
programme, denied he ever said 
it and bet Parkinson £100 to prove 
otherwise. He has collected on a 
similar bet with William Keeyan, 


the Observer's economics editor. 
But just in case, Parky will be 
getting a letter to remind him that 
he accepted the wager on air. 





Debating points 
@ However, Lord Healey has more 
pressing things on bis mind than 
Lord Parkinson's latest gaffe. When 
Observer contacted him yesterday 
he seemed more incensed by Simon 
Jenkins’ suggestion, in The Times 
on Saturday, that there have been. 
no decent English novels based 
on life in a provincial town since 
George Eliot's Middlemarch, whose 
serialisation on BBC TV currently 
is causing much debate among the 
chattering classes, 

What about the works of Amold 
Bennett or D H Lawrence, to name 
but two, asks Healey? 





Men only 


M@ What have Orthodox Jewry and 
Islamic fundamentalists got in 
common? More than you might 
think. A local bus company in 
Jerusalem has just caved in to 
demands from 2 section of its users 
and introduced its first segregated 
bus, in which men and women are 
kept apart by an opaque curtain. 

Oh, and guess who gets to sit 
up front next to the driver under 
the new arrangement? 





Hand&Power 


SHEFFIELD 


EN L 
PHONE: (07421 449066 





AND 


FINANCIAL TIMES 


Monday January 24 1994 





2G TETRA 
Specified Worldwide: 
— Tet 773 32311: 











Free Citizens’ party challenges 
German political establishment 


With plentiful supplies of coffee bad to be conservative. It is about 
and cakes, and a fair amount of ing.” 

procedural confusion, 120 worthy 
German citizens gathered yester- 
day in an unremarkable hotel in 
Wiesbaden, the eminently 
respectable capital of the state of 
Hesse, to found the latest chal- 
lenge to the German political 


establishment. 


The Bund freier Birger (BFB), 
or Free Citizens’ Alliance, plans 
to campaign for freedom, the 
market economy, and the preser- 
vation of the Deutsche Mark in 
the forthcoming European elec- 
Hons in June, and in the general 
election for the German Bundes- 


tag in October, 


If it were not for the third of 
those campaign issues, the exer- 
cise might be dismissed as a 
hopeless tilt at the creaking 
windmills of German democracy. 
But the desire to save the D-Mark 
from being swallowed up in a 
nebulous European currency 
unit, created by the Maastricht 
process of economic and mone- 
tary union, is one shared by 
about 75 per cent of the German 
population. It could prove a vote- 
winner at a time of widespread 
disaffection with the main parties 


of the political establishment. 


There is also more than a 


Japan’s LDP faces call to back refor 


cussed today by directors of the 
Jower chamber’s steering com- 
mittee, from the government and 





By Witlam Dawkins in Tokyo 


Members of Japan's ruling 
coalition today meet the opposi- 
tion Liberal Democratic party in 


an attempt to revive political 


weekend to soldier on. Mr 
Hosokawa also said he would, as 
planned, meet Mr Bill Clinton, 





Saving the D-Mark could turn 
out to be a vote-winner, writes 
Quentin Peel from Weisbaden 


Sneaking suspicion that the new 
party is trying to steal a few 
leaves from the book of Mr Jérg 
Haider, the rightwing leader of 
Austria's Freedom party, who 
has gained wide support and 
notoriety by appealing to latent 
xenophobia. 

The BFB is the brainchild of 
Mr Manfred Brunner, former chef 
de cabinet to Mr Martin Bange- 


whelmingly pro-European Union 
establishment. He says Mr Haider 
is “a sensible man with interest- 


ing ideas”. 


He is regarded as a threat in 
some quarters. The founding 
meeting of the party had to be 


the US president, for the US-Ja- 
pan summit on February 11, to 
conclude talks on opening 
Japan's market to imports. 


Israel and PLO see 
signs of progress 


Continued from Page 1 


zerland next Sunday. 

Mr Arafat said: “There are 
some points we haven't agreed 
on but there are some obstacles 
we managed to overcome." 

Mr Yitzhak Rabin, Israeli 
prime minister, endorsed the 
view that progress bad been 
made in Oslo. “I believe an Israeli 
clarification and its position in 
principal matters of security has 
begun to bear results.” Mr Rabin 
also said he was ready to meet 
President Assad without any 
prior conditions in order to 
advance the peace process. 

Israeli newspapers reported 


Europe today 















be sunny. 


Five-day forecast 














Depressions will continue over the northem 
Atlantic, Scandinavia and most of western 
Russia. A strong and coo! westerly airflow 
will bring cloud and showers to Denmark, 
northem Germany, Poland and the Baltic 
states. Finland and north-west Russia will 
have snow. There will be heavy rain in 
Ireland, England, France and Savaria. The 
Czech Republic, Hungary and Rumania will 
also be rainy with sleet in the Ukraine. High 
pressure in the Azores will bring light winds 
and lots of sun to most of Portugal and 
Spain. italy and south-east Europe will also 


All areas between the Norwegian Sea and 
north France will be unsettied. There will be 
rain and strong westerly winds in the British 
Isles, southem Scandinavia and western 
and central Europe. Norway, Sweden and 
Finland wit remain cold. The Azores high 
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yesterday that both Israel and 
the PLO had made concessions in 
Oslo to edge closer to a protocol 
providing for implementation of 
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German Airlines 





cratic party (NPD). 


Yesterday’s meeting could 
Scarcely have been called threat- 
ening. The participants, mostly 
male and with an average age of 
50, were mostly solid representa- 
tives of the bourgeoisie, small 
businessmen, the self-employed, 


professionals 
They are ail frustrated with the 
political process, and with their 


former political parties. 


“All the parties have become 
the same,” said Mr Ralf Gut- 
mann, president of the national 
dentists’ association. “It is not 


LOP. 


proposed abandonment of 


Japan's unique multi-seat constit- 
system. 
The surprise vote the 


the 
debate, provoked a stream of 


support for political reform 


VW chairman may sue 
former Seat managers 


Continued from Page 1 


DM200m he said. 
The group's forecasts of a 
return to health are based partly 


German factories. VW has 
claimed the so-called “four-day 
week” scheme would save it 























had resumed on January 12, 
reopened after 
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Professor Stephen Littlechild, the 
ii F from money market funds into equi- 
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the corporate sector will- continue to 
launch rights issues to ease strained 
The market will thus probably 
remain jumpy until the economic 
A inties are resolved. The savage 
treatment handed out to Alcatel-Als- 
thom after issuing a profits warnings 
suggests it will be ubforgiving of any 













plant and accept a voluntary cap on u t of a 
spot electricity prices. Since the com disappointment. That makes privatisa- 
panies probably have more to lose tion of Elf Aquitaine a particularly 
through an MMC reference, they are delicate task. Its of an uncov- 

ered dividend ‘shows how keen it is to 
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hand, practically none of the impor- restructuring at its US operations underpin the shares. But the French 
tant political constituencies now want appears to be bearing fruit. However, government cannot afford to be 
a reference, so the regulator is a little Nestle’s great appeal stems from its “overambitious about the sale price. 
hemmed : exposure to economies . : ‘. : 
If a deal is done, there will probably in Asia and Latin America With 23 IMI 18 i , 
be some impact on profits. The genera- per cent of sales coming from emerg-° ; é fete 
ir ivi i- ing i i . The privatisation of IMI offers a rare 
sions do, however, offer a defence. placed food group to ride the wave of chance to buy shares in a financial 
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still cheap, with above average yields, products, and frozen foods. This sug- unusually stable profits. IMI has also 
















since investors regard them as pure gests higher restructuring charges avoided: more than token exposure to 
utilities. Yet their financial strength may disfigure its accounts in years to recent’ corporate failures - such as 
not Desnite its prodigious cash flow, Ferruzzi and Efim - which have 






-may also be temporarily con- blighted some of its peers. With a BIS 
ined by year-end gearing of around capital ratio of over 20 per cent, 
ators. If the RECs do not move quickly 55 per cent. That hardly bothers it in though, IMI looks overcapitalised. 

i events, but suggests Since it has no branch network and 
to consum- is dependent on wholesale markets, a 
- strong balance sheet and good credit 
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also argues for a strong capital base. 
finues, many of these loans will any- 
way lose their guarantees, 
so the ratio tend to fail. Even so, 
investors might wonder whether a 
capital ratio twice that of broadly com- 
parable institutions, such as Credit 
Locale of France, is really necessary. 
barrasament 
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7 ‘This announcement appearsas a matter of recordonly. 


















N.T.S. Steel Group. 
Public Company Limited 


(h and registered as a public limited company in Thailand 
under the, lic Limtited Company Act B.B. 2535, registration no. Bor Mor jor 201) 


US$100,000,000 


4 per cent. Convertible Bonds due 2008_ 
Issue Price: 100 per cent. 
















Jardine Fleming 
Barclays deZoete Wedd Limited - __ CS First Boston 
Asia Equity Limited Bank Julius Baer & Co., Ltd. 
Dresdner Bank ‘Nildko Europe Pt 
Akrlengesciischaft - BIR as 7 
Peregrine Capital Limited / Swiss Bank Corporation 
, "S.G. Warburg Securities 


__ SEr. 80,000,000 /US$53,404,539.40 
1 per cent. Convertible Dual Currency Notes due 2003 
. é Issue Price: 100 percent. , , : 






_ Tael Asia Equity Limited 


Robert Fleming (Switzerland) Ltd. 
Bank Julius Baer & Co., Ltd. Bank Len Ltd. 
in Bank Sarasin & Cie 
Daewoo Securities (Europe) Ltd. aS DG Bank (Schweiz) AG 
Merrill Lynch Capital Markets AG | Mitsubishi Bank (Switzerland) Ltd. 
Nomura Bank (Switierland)Ltd. 9-77 Rabs & Bodmer 
SwissVolksbank __ ae §.G.Warburg & Co. SA 
Ssangyoug Securities Europe Ltd. Yamaichi Bank (Switzerland) 


December, 1993 
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 «-. Return to 
oo profits 
“predicted 
for steel 


-" _By Richard Waters 
ena o° i New York 


* Some of the biggest US steel 
companies are predicting a 
_ continaing sharp upturn in 
* ‘their operating performance 
this year, in the process push- 


























back into profit after one of its 
most prolonged pertods of 


Josses. 
’ Results released by two of 
‘the six big integrated steel 
last week indicated 
“that soaring demand from car- 
takers and the construction 
industry had already driven 
the steel companies’ output 
and prices sharply higher. 
US. Steel, the US's biggest 
. producer, said sales in the 
final three months of last year 
were 28 per cent higher than a 
year before, at $1.5bn, helped 
by an 18 per cent rise in the 
amount of steel shipped and a 
series of Price rises. “The mar- 
ket outlook is solid, with order 











operating loss of $173m in 
_” 1992 into a profit of $27m last 
year, was even more optimis- 
tic. “We expect a continued 
improvement in our operating 
|-Tesults of at least the same 







steel has meant that producers 
‘ have been operating at near- 
"2% fall capacity, supporting the 
jem rises introduced last 
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_.= —-Sagged in 74 per cent. 

- ‘The demand for their prod- 
ucts‘in' the US has already 
made the. steel companies 


ing the industry as a whole 
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hina leaps forward with mergers 


By Tim Burt 


China and Russia have 
emerged as centres of interna- 
tional takeover activity with 
Overseas companies investing 
more than $22bn there in the 
past 12 months, according to 
accountants KPMG Peat Mar. 
wick. 

The firm's annual survey of 
global takeover activity, pub- 


tors In China took part in par- 
tial acquisitions and joint 
ventures worth $15.2bn, up 
from $52bn in 1992. The value 
of companies purchased out- 
Tight rose from $89m to $267m. 


The increase meant China 
was second only to the US in 
selling equity stakes and joint 
venture opportunities, 

Russia, where the value of 
partial takeovers increased 
from $349m to $6.6bn, was 
ranked fifth, behind Britain 
and the Netherlands. 

Mr Richard Agutter, chair- 
man of KPMG’s corporate 
finance department, warned 
that the pace of future invest- 
ment in Russia could be under- 
mined by right-wing electoral 
gains. Uncertainties over the 
political future of Hong Kong 
had slowed UK investment in 
China, he added. 


The total value of worldwide 
cross-border mergers and 
acquisitions, meanwhile, 
declined 14.6 per cent to S64bn 
last year as many countries 
endured recession. KPMG said 
uncertainties over the Maas. 
tricht treaty, the North Amert- 
can Free Trade Agreement and 
the General Agreement on Tar- 
iffs and Trade talks also per- 
suaded companies to postpone 
M&A plans. 

Japanese companies made 
some of sharpest cutbacks, 
with the value of their outright 
acquisitions falling by more 
than 86 per cent from $4.3bn in 
1992 to $558m last year. 


The value of partial take- 
overs and joint ventures by 
dapanese groups also fell 
sharply - down more than 70 
per cent to $4bn. Mr Agutter 
blamed the decline on Japan's 
Slowing domestic economy, 
and he said similar factors held 
back activity in France, Ger- 
many and Italy. 

The value of outright acqui- 
sitions by French companies 
fell by almost half to $5.9bn; 
German groups cut purchases 
by 21 per cent to $3.2bn; while 
the Italian total fell more than 
$2 per cent to $163m. 

“Companies in all these 
countries are being more cau- 


tious. They don't want to buy 
outright any more, they prefer 
to share the risk," he said. 

Britain and the US, however, 
increased M&A dealings. Out- 
right acquisitions by British 
companies more than doubled 
to $13.5bn, while purchases by 
US groups rose from $1.5bn to 
$15.3bn. 

Mr Agutter highlighted deals 
such as Unilever's £220m take- 
over last December of Ortiz- 
Miko, the French frozen foods 
manufacturer, and BT's deci- 
sion to take a $4.3bn stake in 
MCI as examples of increased 
activity. He said confidence in 
North America and the UK 


was also reflected by an 
increase in “global capital 
flows" - KPMG's valuation of 
total purchases and disposals. 
This figure rose from $203bn in 
1992 to $216bn last year. 

ing increased activ- 
ity in 19M, Mr Agutter said 
there would be more joint ven- 
ture agreements rather than 
outright acquisitions. 
@ The amount spent by com- 
panies on European cross-bor- 
der mergers fell by 40 per cent 
last year to Ecu31.tm ($35.18), 
the lowest level since 1988, 
according to a survey by Tran- 
slink, the cross-border M&A 
adviser. 





Europe’s governments are finding both political and commercial reasons for turning to privatisation 


State-run groups get used to new identity 


rivatisation in Europe 
seems to have acquired 

an unstoppable momen- 

tum. Across the Continent, the 
idea that the state should own 
or operate commercial assets 
has lost its political force. In 
some cases, governments are 
driven to privatise by the need 
to reduce their ballooning defi- 
cits. But there is another paw- 
erful and deep-seated argu- 
ment, that of commercial logic, 
In a growing mumber of sec- 
tors, from telecommunications 
to cars, there is competitive 
pressure on companies to form 
cross-border alliances, The pri- 
vate sector is reluctant to get 
involved with state-owned 
companies. For many of 
Europe's state-owned giants, 
privatisation has thus become 
@ condition for staying in the 


game. 
If the political argument is 
secondary, it is still important. 
In Italy, for instance, it matters 
a great deal whether privatised 
companies should end up con- 
trolled by a handful of old-style 
industrial empires ‘or cue 
have a wide shareholder base. 
If the former, runs the argu- 
ment, the country cannot put 
its scandal-ridden past behind 
it. Thus, privatisation becomes 
in itself a political weapon, as 
it was in the UK in the early 


FRANCE: The French pro- 
gramme, launched last October 


among the best-performing on | 1980s. 
prmueryer——nmnmmreos Wall ‘Street's far this year. 
fa ep oe US Steel on Friday reported 
et faces foe the tat oe 


“(9 cents a share), compared 
- with a net loss of $67m ($2.15 2 
. Share) the year before. 








-Reasons for Big 


be ; -Blue to feel 
- more cheery 
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It's far too soon to cheer a sustained. 





'. This week: Company news 
UK newsagents 
‘Share prices (pence). 


by the centre-right government 
of the prime minister, Mr 
Edouard Balladur, is Europe's 
largest. It involves 21 public 
sector groups and should raise 
more than  FFr250bn 
($42.80bn).The implications go 
far beyond a much-needed 
boost to budgetary receipts. 





impact of European privatisation on markets and economies over next 5 years 
comer number of companies 


France = ialy “Spain UK = Neths Germany 
‘Source: Morgan Stattey Research 


Some of France's most power- 
ful industrial and financial 
groups, such as Elf-Aquitaine, 
Renault and Union des Assur- 
ances de Paris, should soon be 
in private hands. 

The government is also moti- 
vated by a desire to ease the 
shackles on state industry and 
encourage efficiency. “The 
French government should not 
be in the business of making 
cars,” said industry minister 
Mr Gérard Longuet, referring 
to plans to privatise Renault. 

The programme has got off 
to a strong start. The first two 
privatisation issues - Banque 
Nationale de Paris, one of the 
country’s biggest banks, and 
Rhone Poulenc, the chemicals 
group - were heavily oversub- 
scribed by both individual and 
institutional investors. The 
biggest operation on the list, 


OTHER COMPANIES 


Turnarou 





at Northern Telecom 


Northern Telecom, the Toronto-based 
telephone equipment maker, will report 
1993 earnings tomorrow. Northern 

ran up losses of almost US$1bn in the 
first nine months of last year, but has 


10 fo - Sewer 


the sale of most of the govern- 
ment's 51 per cent stake in ELf- 
Aquitaine, was launched last 


week. 

The sale of a large part of 
public sector industry will 
mean an extension of 
between French business 
groups. The absence of power- 
ful pension funds, and the gov- 
ernment's desire to ensure 
management stability and the 
French identity of privatised 
companies, has led to the 
development of the so-called 
noyau dur - core groups of 
long-term investors. 

Some companies on the pri- 
vatisation list, such as Rhdne 
Poulenc, have behaved like pri- 
vate sector companies for 
many years. But the state will 
retain an influence. In the first 
few privatisations launched by 
the Balladur government, for 


nd expected 


As % of forecast 1983 budget deficit 
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.  Tecovery at International Business 
hard evidence in Tuesday's results 





forecast a return to profitability in 
the fourth quarter. Investors have 
anticipated a turnaround by driving 


that Big Blue is 




















to lose the 
worst of tts big blues. For Mr Lots 

Gerstner, appointed to “the toughest 
Job in corporate America” just under 
a year ago, the results will be the first 


W.H. SMITH/MENZIES 


‘up Northern's share price on the 
Toronto stock exchange from 2 low 
of C$27.50 in mid-1993 to C$43.25 on 


Friday - a jump of almost 60 per cent. 


US oil sector: The tumble in the 
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example, some of the core 
shareholders are themselves 
{te-owned companies, 


_ ore directly, the gov- 

" ernment will retain a 

golden share in some 
of the privatisation candidates 
deemed to be strategically 
important or politically sensi- 
tive, such as Elf. Political influ- 
ence may also work at a per- 
sonal level. While avoiding a 
witch hunt of chief executives 
of public sector groups, Mr Bal- 
ladur has installed his own 
appointees at several key 


posts. 

GERMANY: The federal gov- 
ernment in Germany is press- 
ing ahead slowly but steadily 
with its privatisation plans, 
including its jewel, Deutsche 
Telekom, the telecommunica- 
tions monopoly. The 16 state 


Northern Telecom 





time in 20 years and in setting up an 


audit committee to review auditing 


. indication of the effectiveness of a : v 
sane recovery strategy often. t oil price late last is unlikely to procedures and financial performance. 
z “understated ay a A — Looking back to get make much of a dent in the earnings The figures will therefore be of — 
“ The task has been tobegin | future in the frame of the big US-based integrated oil and —_{ particular interest to see if the audit 
ms .. the transformation of a company gas groups when they report comunittee’s influence is apparent - 
" designed to sell mainframe computers Two of the UK’s largest newspaper, fourth-quarter figures this week. and whether the company statement 
_ at high gross profit margins bxto an books, stationery and music retailers Cheaper cil will boost profit margins contains any tell-tale signs of the state 
“Grganisation able to survive on the — John Menzies and W.H. Smith — are in their refining and service station of the battle between Mr Bock and 
typical of the personal expected to announce increases in businesses - in some cases more than his fellow joint chief executive, Mr 
ae ‘business. Mr Gerstner has interim profits this week. offsetting lower earnings upstream Tiny Rowland. Analysts believe that 
already grouped mainframes, Menzies, the Edinburgh-based retail in exploration and production. profits from ongoing businesses 
"_ anlncotaputers and workstations and wholesale group, is expected today Bouyed by this, and the prospect doubled last year to around £#0m and 
together and placed a new emphasis to announce increased profits for the of benefits from cuts in costs, Mr Paul that the figure including gains from 
ge .on “client server” computing in 2 six months to October from £3.8m. Ting of Oppenheimer in New York disposals could be as high as £140m. 
assy “manner that would have been heretical ($5.62m) to between £4.1m and £5m. has raised his fourth-quarter earnings 
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industry knowledge, he has appointed educational toyshop chain, but less @ Lonrho; Annual results forthe year | increase in sales at Burton, with 2 
: Mr James Cannavino, who bas run strong trading from the Menzies chain, | to September 30 are the first it has stronger performance from department 
* both 18M"s mainframe and personal though sales are expected to have risen | published since Mr Dieter Bock, its store group Debenhams than from 
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-. charges out of the way, the scene by weak comparatives from the year ee 
.. should be set for 2-3 per cent growth before, with the second half Companies in this issue 
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governments, as well as local 
authorities, are showing far 
less enthusiasm, with the nota- 
ble exception of Bavaria. 

‘The privatisation process for 
Deutsche Telekom, valued at 
between DM40bn ($23.20bn) 
and DMé60bn, is at the point of 
decision. Cross-party agree- 
ment is necessary to 
the constitution, as it will be to 
sell the 51 per cent stake the 
government still holds in Luft- 
hansa, the loss-making 
national airline. In both cases, 
it is not so much concern over 
future ownership of the assets 
that is holding up the process, 
as fears over the jobs and pen- 
sions of state employees. 

The government's chief suc- 
cess so far has been in selling 
off random bits and pieces of 
the portfolio, rather than head- 
line-catching jewels. In Decem- 


ber, it sold its remaining 50 per 
cent of the Industrieverwal- 
tungsgesellschaft (IVG), a prop- 
erty holding company, for 
some DM700m. 

The most mature plans now 
are for the sale of the govern- 
ment publishing venture, Bun- 
desanzeiger Verlagsgesells- 
chaft, motorway service 
stations (Autobahn Rast und 
Tank AG) and Rhein-Main- 
Donau AG, which built the 
Rhine-Main-Danube canal, 
jointly owned with Bavaria. 

The latter bas promised to 
dispose of some DM2bn of its 
assets, with a deal already 
done on the sale of Bayern- 
werk, Germany's third-largest 
electricity utility. Other plum 
state shareholdings under fire 
include Lower Saxony's 20 per 
cent holding in Volkswagen, 
and North Rhine-Westphalia’s 
43.5 per cent stake in the West- 
deutsche Landesbank, the 
most acquisitive of Germany's 
public sector banks. Neither of 
those Social Democrat-ruled 
states shows any sign of wish- 
ing to dispose of their lucrative 
investments. in spite of the 
acute financial squeeze on all 
their exchequers. 

ITALY: After a series of false 
starts, Italy's ambitious priva- 
tisation programme began in 
earnest last year. The list of 
assets for sale covers the most 
successful subsidiaries of the 
big Iri and Eni state holding 


companies, 

Disposals began late in 1993, 
with the privatisation of Cre- 
dito Italiano, Italy's seventh- 
biggest bank, raising about 
L1,750bno = ($1,031.83m). In 
December, Eni followed with 


Continued on Page 15 


j 
t 


[aac 
A oS Soa 
| A Se ee 


BRITISH VITA PLC 










Markets 
this week 
Starting on page 16 










PETER MARTIN: 
GLOBAL INVESTOR 

y We will know 
On Friday, 
when the GDP 
estimates are 
published, if 


, ” the US 

z ACONUITY Wis 
ase Arowins 

man at 6 per cent 


In the closing months of 
1993. But recent geuleqtical 
and metevrologicl events 
mean that we don’t have 
mauch idea about the first 
quarter of 1994. Page 16 


PETER NORMAN: 
ECONOMICS NOTEBOOK 
Littl: has. 
been heard of 
fate from the 
Group of 
Seven 
nattestrialiserd 
Nations. But it 
could find cn 
important rote 
in the new debate about the 
worldwide impact uf tax 
rises. Page 16 


Bonds: 

Dealers are asking whether 
Danish bond yields will fall 
below German yields after 
last week's cut in Denmark's 
discount rate. Page 18 

















































Wall Street: 

Simple faith in the stayin: 
power of current 
fundamentals - strong 
growth, low inflation and 
stable interest rates ~ 
resulted in a nearly perfect 
string of sessions last week. 
Page 21 


Emerging markets: 

The collapse of Venezuela's 
second-largest commercial 
bank raises questions about 
other Latin Ainerican banks. 
Page 17 


Currencies: 

The yen appears likely to be 
the focus of attention with 
the weak econoniy. political 
uncertainty and a 
continuing trade dispute 
with the US, Page 25 
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Wainhomes heads for 
market with £90m tag 


By Andrew Taylor, 
Construction Correspondent 


Wainhomes, one of the 25 
largest housebuilders in the 
UK, is poised to announce 
plans for a stock market list- 
ing, together with an offer for 
sale to raise money for expan- 
sion. 

The exact amount to be 
raised has still to be decided, 
but the issue is expected to 
value the group at about 290m. 

{t will be the latest in 2 
series of fund raisings by large 
and medium-sized house- 
builders seeking to exploit the 
recovery fn the private housing 
market. 

Nearly £500m was raised by 
UK housebuilders from rights 
issues alone last year, mostly 
to buy land. Last week Crest 
Nicholson, the Surrey-based 
housebuilder announced that it 
was raising £19.lm from a 
1-for-4 issue at 88p a share. 

Wainhomes was formed in 
1989 by the merger of three pri- 
vately owned housebuilders 
operating mainly in north-west 
England. These were: Whel- 


Coda banks on ‘open’ systems 


By Alan Cane 


Coda, the Harrogate-based 
software company which is 
coming to the main market 
early in February, is hoping 
that an early move into “open” 
systems will propel it to the 
front of the international 
accountancy software fleld. 

Open software is written to a 
specific industry standard; it 
will run on any computer or 
computer network which com- 
plies with that standard. It is 
being demanded increasingly 
by customers. 

Coda ranks 14th in a market 
dominated by the large US 
companies Dun & Bradstreet 
Software and Computer Assaci- 
ates and the fast-growing Ger- 
man challenger, SAP. 

According to IDC, the mar- 
keting consultancy which com- 
no other player 
than 3 per cent of the 
market. Coda has 1 per cent. 

“We could be fourth,” muses 


mar, a former housebuilding 
subsidiary of Christian Salv- 
esen based in Chester; Wain- 
homes, based in Standish near 
Wigan and, Lanley which oper- 
ated in the Preston area. 

The merged businesses have 
proved resilient during the 
recession, with pre-tax profits 
never falling below £5.3m for 
the year to March 31 1993. This 
compares with a peak of £8.6m 
during 1999-90. 

The company is expanding 
into other regions, including 
Yorkshire, Hampshire and Dor- 
set and the south-east Mid- 
lands. 

Sales outside the north-west 
are likely to account for about 
200 of the 900 homes expected 
to be built during the 12 
months to the end of March. 

Analysts expect pre-tax prof- 
its to be about 6m, with turn- 
over likely to exceed £70m. 

Net borrowings of £12m, rep- 
resenting gearing of about 25 
per cent, are to be 
wiped out following the offer 
for sale. This will leave the 
group in a strong position to 
increase its landholdings of 


Mr Rodney Potts, co-founder 
and chairman “We should be 
fourth.” To do so, it will have 
to overtake companies includ- 
ing JD Edwards, Waiker Inter- 
active, Ross Systems and Soft- 
ware 2000. Last year Coda 
made a pre-tax profit of £3.75m 
on revenues of £23.5mn. 

The prospectus is published 
today in the rum up to the plac- 
ing, which should provide the 
best part of £25m, less 
expenses, to invest in research 
and development and geo- 
graphical expansion. Warburgs 
is managing the placement. 

The UK is seeing something 
of a renaissance in the develop- 
ment of accountancy packages. 
Sage has established itself as 
market leader in personal com- 
puting packages, while Quality 
snimere Prats continues to 
show promise in very large 
scale modular packages. 

- Coda’s product, featuring a 
fully-integrated unified data- 
base, is aimed at companies 
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Eurotunnel 
in issue to 
Bombardier 


Eurotunnel, operator of the 
Channel tunnel, is to seek the 




















2,400 plots, which at the cur- 
rent sales level is equivalent to 
just under three years’ supply. 

The company in recent years 
has concentrated on buying 
smal) sites, which are less 
attractive to large volume 
builders. It believes this 
approach has enabled it to 
achieve better margins as well 
as providing more outlets. 

Institutions own 35 per cent 
of the shares. Another 33 per 
cent belongs to the family 
interests of Mr Bill Ainscough, 
owner of the original Wain- 
homes business. Mr Trevor 
Hemmings, former owner of 
Lanley, has a 17 per cent stake 
and 15 per cent is held by for- 
mer managers of Welmar, 
which acquired the company 
in a management buy-out from 
Christian Salvesen. 

Following the offer for sale 
and listing, Mr Gavin Reed. 
vice chairman of Scottish and 
Newcastle brewery group, is 
expected to become non-execu- 
tive chairman of Wainhomes. 
Mr Ainscough will become dep- 
uty chairman. Mr Ron Smith 
will remain chief executive. 


All eyes on a regional success 


Raymond Snoddy on Midland Independent Newspapers’ flotation plan 


idland Independent 
Newspapers, which 
publishes the Bir- 
mingham Post and Mail, is 
hoping to ! 
£100m in 2 flotation planned 
for March. 

Although no price has yet 
been set, the hope is that the 
regional newspaper group 
taken over in a management 


showing 
ntinning operations of 
£70.7m, from £65.2m previ- 
ously. 
The group will also report 
on. 


operations before exceptional 
inly interest on 


least on paper. 
‘The flotation, the first totally 


regional newspaper group to _ 
he vexchange for- ‘papers had been losing £2m a 


come to the stock 
a number of years, is likely to 


focus attention on the regional - 


newspaper industry. : 
Although sales of regional 
newspapers have been in grad- 
ual decline - total sales 
dropped from 17.4m in 1981 to 
188m in 1992 - well 
companies have been increas- 


ing profit margins. _ 
Despite the recession, MIN 
for instance has increased 


“We knew what to do to get 


costs down, but we also 
thought we knew what to 
do to build revenues and sales 
given the right policy. We were 


at it from the first day’ 
(of taking over),” says Mr 
Oakley. ; 





weeklies from ‘Thomson 
regional group, ranging from 
Derby to Northampton. The 


“We made them profitable 
from the week oe ae 
them,” says Mr Oz , wi 
came from the Birmingham 
Post as editor in chief and soon 


tor. 
MIN’s main titles mostly Jost 


"We are locking up our 
tiarket place. What we are 





explained recently, . 

“The choice includes being 
able to deliver leaflets, cata- 
logues and sometimes even 
products such as chocolate 
bars to every home in the 


j 
5 
4 
: 
e 
F 


Birmingham 

“is a good way of getting expo- 
sure to the UK regional news- 
paper industry.” e 
“Mr Oakley is already looking 
beyond the Hotation and con- 
sidering expansion outside the 
Midlands, if he can find the 
right acquisitions, “We belteve 
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Priority Shares of Dfl 1.00 each 
Ordinary Shares of Dfi 0.01 each 
‘C’ Shares of Dfi 0.02 each 


This advertisement is issued in comptiance with the requirements of the International Stock Exchange of the United © 
Kingdom and the Republic of Ireland Limited. It does not constitute an invitation to any person to subscribe for or 
purchase any securities of IS Himalayan Fund NV. 

Application has been made to the International Stock Exchange of the United Kingdom and the Republic of 
[reland Limited (“the London Stock Exchange”) for the ‘C' Shares now proposed to be issued and for the Warrants 
proposed to be issued ta shareholders by way of a bonus issue to be admitted to the Official List. It is anticipated that 
the listing of the ‘C' Shares and Warrants will become effective and that dealings will commence on 22nd February, 
1994. Application has been made for the ‘C* Shares and the Warrants to be listed on the Amsterdam Stock Exchange. 


Issued Share Capital following the Placing and Open Offer 
(Assuming maximum subscription but prior to the exercise of any of the Warrants) 


No offer or sale of any of the °C" shares may be made in the United States of America or in any other jurisdiction 
where such offer or sale would be prohibited by law. 

Copies of Listing Particulars dated 21st January, 1994 relating to the “C" Shares and Warrants described herein may 
be obtained during normal business hours on any weekday (Saturdays excepted) by collection from the Companies 
Announcements Office of the London Stock Exchange. Stock Exchange Tower. Capel Court Entrance, off 
Bartholomew Lane, London EC2 up to and including 26th January, 1994. Copies may also be obtained during 
normal business hours on any weekday (Saturdays excepted) up to and including 14th February, 1994 from Indosuez 
Capital Limited. 122 Leadenhall Street. London EC3V 4QH (a member of The Securities and Futures Authority 


The brokers to the Placing are Baring Securities Limited, Marlin Partners Limited and Banque Indosuez. 


IS Himalayan Fund NV 


{an investment company with variable capital incorporated with limited liability under the laws of the Netherlands, 
registered with the Chamber of Commerce in Amsterdam with number 2166-42) 


Placing and Open Offer of up to 13,000,000 ‘C’ shares of Dfi 0.02 each, 
at a price of US$10.30 per share payable in full on subscription. 


& 
Issue of Warrants 
by 
Indosuez Capital Limited 










































* Registered Office : 14, rue Léon Thyes, L-2636 Laixembourg, * 
RC. Luxembourg : B.24,990 ; 


NOTICE OF ANNUAL GENERAL MEETING OF SHAREHOLDERS 
f} The Annual General Mecting of shareholders of Mercury Ofishore Sterling Trust will be 
held at its registered office ai 14, rue Léon Thyes. Luxembourg on 1Sth Febarary, 1994 
2 11:00.2.m, for the purpose of considering and voting upon the folowing matters: 


Agenda 

1 To accept the Directors’ and Audkory' reparts and to approve the financial 

i ‘Statements for the year ended 30th September, 1993. 

H 2. Todeclare such dividends for the year ended 30th September, 1993 as may be 
recommended by the Board, as necessary to obtain distributor status forthe company 
and to fix their date of payment. 

3. To discharge the Directors from their responsibiliies for all actions taken within their 
mandate during the year ended 20d: Seprember, 1993 and to approve their 
remumeration. 

4, To re-elect the Direcaars and to set the rrendmum umber of Directors at thitteen., 


5. Toelect Mr. JN. Cotton as a Director, 
6 To discharge the Audisors from their responsibilities for all actions taken within 
thelr mandase during the year ended 30th Sepuember, 1992. 
HW 7 Toreelect the Auditors. 
8 Ta decide on any other business which may property come before the meating. 


Voting 
f Resoluans may be passed without 2 quorum, by a simple majority af the votes cast 
f] thereon at the meeting. o 
Voting Arrangements 4 

‘The holders of bearer shares must deposit their shares not laier than 10th February, 
1994 either ar the reghssered affice ot the company, or with any bank or financial 
institution acceptable to the company, and the relative deposit receipt twhich may 
be obtained from the registered office of the Company) must be forwarded to the 
registered office of the company to arrive: not Later than 10th February. 1994. The 
shares so deposited will remain blocked until the day after the meeting ar any 
adjournment thereof, 
The hokdess of registered shares need not deposit theis certificotes but can be pre- 
‘sent in porson or represented by a duly appolneed proxy. 
‘Shareholders who cannot attend the meeting in person are invited to send a duly 
completed and signed proxy form to the registered office of the company to arrfve 
not later than 10th February, 1994, Proxy farms for use by registered shareholders 
are included with the annual report and can also be obtained feom the regiserad 
office. A pesson appointed 3 praxy aced not be a holder of shares in the company: 
lodging of a praxy form will not prevert a shareholder form attending the meeting if 
he decides to do so." 


‘24th arurary, 1994 ‘The Board of Directors 





NOTICE 
to the holders of the outstanding 


FF 495,000,000 
-5 per cent. Equity Notes due 2003 


eS 
issued by © 


esi YVES SAINT LAURENT S.A. 


NOTICE IS HEREBY GIVEN chit ont Jlst December, 1993 the meer 
(fusiun") of YSL and Yves Saint Laurent Parfums S.A. (“Parfune") 
became effective. By the merger, Parfums wns substitute! for YSL as 
Principal debtor under the Trust Deed (as defined beluw}, the Notes and 
the Interest coupons appertaining cherero (the “Coupans"). 

NOTICE JS ALSO HEREBY GIVEN thar all the oursrunding Notes will 
be redeemed in acoondance with Condition 4(u) of the Notes on 24th 
Februnry, 1994 by means of rhe delivery of fully paid up ondinary shares of 
FE 100 each in Elf Sanogi (the “Shares"} at the rate uf 1.1424 Shares for cach 
FF 1,000 principal amount of the Notes sithject to adjustment a provided 
in Condition 6 of the Notes (the "Share Payment Rate"). Accendingly: 
holders of the Nores (the “Notehulders") will not be enutled re interest on 
the Notes in respect of any period after 2nd January, 1994, except is pres 
vided in Conditiens 3 of the Nutes. in urder os obtain delivery uf Share, 
Notes shoukl be surrendered ar che offices of any Paying Avent specaficd 
below on or after-such Jate together with all unmtrured Coupuns (filing 
which the Notcholder must pay an amuunt equal te the face value nf rhe 
missing Coupons, which amount will be repaid in the manner provaded m 
Cundition 5{1) of the Notes), 2 duly completed and siened Share Payment 
Notice, which reay be ubtained front any Paying Agent. and any payment 
referred vo in the following cw paragraphs. The Shates to which any Nite- 
holder becomes entitled will entitfe such Norehulder cv all déstriburruns 
made ar paid of other rights becoming exerchable on ur after the relevant 
‘Share Payment Date (other than dividends pasd in respect uf the fmancial 
Period prior to the fmuncial period in which such Share Payment Date 
falls). The Share Payment Date in relation ty any Nute is the first business 
day in the Republic of France un or ater the day on which such Nure and 
the Share Payment Nuxice relating thereta are depesired with a Payme 
Agent vr, if aver, on which all requirements relating 0a the delivery nf the 
relevant Shares shail have been fulfilled. 

The Share Payment Nutice should specify wherher che Notehokder elects 
to receive a ensh payment in respecr of any fractwnal entinement 
a Share or an addinonal Share un payment of the umuume spocited in 
Condition 5(c1(i) uf the Nutes. 

A Noreholder must pay all taxes and sramp, aaue and registrar dunes (if 
vany) arising on payment by means of delivery of Shares (arher chan any 
taxes of capital or starop duties payable in the Republic ot France hy Elf 
Sanofi in respect of che issue of Shares). * 

The relevant number of Shures shall be entered into sharchullers’ 
accounts in the names specified by the relevant Notehokders tollawiang 
fedemption of the Notes In accordance with French company Liw and the 
regulations of Suctén’ Interprofesionnelle pour te Compensation des 
Valeurs Mobilidres (SICOVAM). 

Claims againsr Parfums for payment un the Nore: by means of the delivery 
of Shares shal! he prescribed ten years after the due dare for revempnon 
and, subject a5 provided as above, claims agunet Parfums for payment of 
any Incerest shall be prescribed five years after the due dare for payment of 
such interest. - 

Copies of the Trust Deed dared 20th November, 1987 between YSL and 
The Law Debenture Trust Curpuration p.Le. constituting the Notex, 33 
amended by three Supplemencal Trust Deeds (the “Trust Deed"), which 
inchides the form of the Note: and Coupons, are acailibb: for Inspeccionat 
the affices af the Paying Agents as folkews: 

Principal Paying Agent 
Bankers Trust Company 
[ Appold Street 
Bradgate 
Latulon EC2A 2HE 
Other Paying Agents 


j 








Banque latematimale 
a Luxembourg S.A. 
2, buulevard Reyil 





Caahr Saves 
Paradeplatz 8 2 
CH-8021 Zurich 4 


L-2953 Luxembyur: : c 
“24th January, 1994 . : 





please contact Samantha 
Tel: 072.873 3050 
” Fax: 071, 873 3585 


FT Surveys 


‘YEN 1,000,000 NOTE: YEN 6,035,- 











For more Infermation on editortal content and datella of edvertising 
available in this sarvoy, please contact 
ANTHONY @ HAYES 
‘Tek 021 €54 0822 Fax: 022.405 0808 


BY FUII BANK {LUXEMBOURG} SA. 
AGENT BANK 








Forex or Futures prices fram £49 per month 
For 30 Scand updates on your Windows PC Screett o 
Pocket Financial Monitor call 0494 444415 — 


QuoteLink from SPRINTEL 
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Decline in profits slows 
at Banco Central Hispano 


By Tom Bums in Madrid 


Banco Central Hispano, Spain’s 
largest bank in terms of assets, 
saw net group profits after 
minorities drop by 8 per cent 
last year to Ptads.4bn ($338m). 


per cent to Pta299bn, but its 
Operating profit margin, 
including fee commissions and 
what the group called financial 
operations, rose by 11.8 per 
cent to Pta4é5bn. 

Financial operations, under- 


Centra) and Banco Hispano 
Americano that created the 
group, are not expected to 
Tecover until next year. 

The 1993 operating profit, 
however, showed a strong 26.2 
per cent increase to Ptal72bn 


Full-year 
deficit 

for Amdahl 
of $580m 


By Louise Kehoe 
in San Francisco 


Amdahl, the US mainframe 


OMPANIES AND FINANCE 


Is 





China loosens foreign bank rules 


By Tony Walker In Beljing 


Foreign financial institutions 
are to be allowed to conduct 
yuan-denominated business on 
an “experimental basis” in 
China. 


Mr P.K. Mathur, Chase Man- 
hattan's senior China represen- 
tative, described the move, 
which was welcomed by West- 


finance minister, told Mr Lloyd 
Bentsen, the visiting US trea- 
sury secretary, that Beijing 
would allow foreign banks to 
deal in yuan and would also 
open additional “major cities” 
to foreign financial institu: 
tions. 

Foreign bankers expect the 
Chinese to move cautiously 
because of concerns that Chi- 


established in China since a 
gradual reform of the banking 
system began in the early 
19805. 

The foreign bank presence 
has been largely restricted to 
coastal cities and special eco- 
nomic zones, including Shang- 
hai, Guangzhou, Tianjin and 
Dalian, but it seems likely that 
branches will be permitted in 


China’s central bank, told the 
Sino-US joint economic com- 
mittee that an additional “one 
or hwo” foreign insurance con 
Panies would be allowed to 
enter the domestic market. 
However, Mr Chen warned 
that it would “take time” for 
China to work out a plan to 
allow foreign financial organi- 
sations to conduct yuan busi- 


The bank claimed it had stood to be mainly foreign which allowed BCH to set } com “seri ‘ jor i i i 
r b puter company, reported | ern bankers, as a “serious step a's debt-ridden and under-cap- major inland centres such as ness. He said that the time was 
turned round the balance sheet exchange and public debt deal- aside Ptallobn for non-per- | continuing losses for its fourth | in the right direction”. italised staterun banks would | Wubon and Shenyang. Beijing not yet mpe to open the securi- 
apenas ome ings, earned the group forming loan provisions, up | quarter as it struggled to Previously, foreign bank be hard-pressed to compete itself has been off-limits to for. ties market to foreign compa- 
The rome, Maccaae ia = Vaal 5bn, against Ptal9.gbn in from a Pta8é.4bn allocation for | adjust to weak demand and had effectively been with forelgn institutions. eign branches. nies since further work was 
ahead of analyst actitpaten. : 2 : bad debts in 1992 fiercely competitive pricing in | shut out of the local currency Foreign branches are likely Chinese officials are also say- needed on securities regula- 

the kee: ites, However, this is essentially a Aside from provisioning, | the market for IBM-compatible | market. to be restricted to accepting ing that restrictions on foreign tions. 

were | tat = nly awaited nonrecurring item because it BCH's balance sheet was pen- | mainframe computer systems. Friday’s announcement, in a yuan-denominated deposits insurance companies will be The Chinese official said the 
among p pain’s top was realised in the exceptional alised by a 39.7 per cent fall in Fourth-quarter losses were | communiqué issued after a from existing customers. Lend. eased. At present, only one for- State Council, China's cabmet, 
. financial groups following the circumstances of sharp falls in income to Pta7bn from the | $40.9m, or 36 cents per share, | meeting in Beijing of the Sin- ing in local currency to joint eign company, American Inter- had recently appraved regula. 


intervention by the authorities 
at troubled rival bank Banesto 


- at the end of last year. 


Pointing to the group’s con- 


' tnued weakness in the basic 


lending business, BCH's net 
interest income shrunk by 48 


interest rates and of a rapidly 
weakening peseta during last 
year’s European currency tur- 
moils. 

Net profits at BCH, which is 


still absorbing the impact of 
the 1991 merger between Banco 


group’s industrial assets, 
which include some of the 
recession-hit domestic econo- 
my's top companies. and by a 
12 per cent fall to Ptadl.6bn in 
extraordinary income through 
disposals. 





BCI to step up 


Trizec mak 


es further 


on revenues of $443m. In the 
Same period last year, the 
company recorded net income 
of $2.4m, or 2 cents a share, 
and revenues of $745m 

For the year, including 
third-quarter pre-tax restruct- 


In 1992, Amdahl incurred pre- 


o-US Joint Economic Commit- 
tee (JEC), is certain to hasten 
the scramble by foreign banks 
to gain 2 foothold in China. 
Mr Liu Zhongli, China's 


Kellogg lifts fourth-quarter earnings 


ventures would be permitted 
on a limited basis. 

About 60 foreign branches 
and six joint-venture banks 
and finance houses have been 


national Group, has been per- 
mitted to establish a presence 
in China. 

Mr Chen Yuan, a deputy gov- 
ernor of the People's Bank, 


thons governing the manage- 
ment of foreign financial insti- 
tutions, and these were 
expected soon to be made pub- 
lic after further revision. 





control of o 0 tax workforce reduction { By Richard Tomkins in 1993 was slightly below the conditions in several important the fourth quarter due to 

BE provisions of C$287m charges of $25m and suffered a | in New York previous year’s $682.6m (the markets, and unfavourable extremely competitive condi- 
ay French unit net loss of $7m, or 6 cents per latter figure excluding the currency exchange rates. tions in the US and a hich 
e share, on revenues of $2.5br. Kellogg, the US maker of effect of accounting changes). Sales volumes of ready-to-eat ievel of marketing activity 


internationally,” he explained. 


ts ‘ . By Bemard Simon in Toronto 3,000 jobs worldwide as it Fujitsa of Japan, which | ready-to-eat cereals, overcame But Kellogg said that if al] cereals continued to grow dur- 
: Banca Commerciale Italiana : restructures and expands into | holds a 44 per cent stake in | the competitive threat from unusual gains and losses were ing the year, particularly dur- “We sve no let-up in competi- 
will take nearly full control of | Trizec, the Calgary-based information services, writes | Amdahl, has agreed to provide | unbranded rivals and excluded from the figures, net ing the fourth quarter, Mr tive intensity in 1994. We are 








its 48-per cent unit Banque 
Sudameris as a result of Dresd- 
ner Bank, Banque Indosuez, 
Paribas and Union Bank of 


. ‘Switzerland pulling out, Reu- 


_ter reports from Paris. 
Dresdner, UBS, Paribas and 


: Cie de Suez’s Banque Indosuez 


each have 12 per cent of 


"- Banque Sudameris. 


Sudameris said the share- 
holders were planning to give 
up their participations whereas 
Banca Commerciale Italiana, 
through its wholly owned sub- 


property development group 
which is in the throes of a debt 
restructuring exercise, has 
taken further write-downs to 
reflect the slump in the North 
American commercial real 
estate market, 

As a result of provisions of 
C$287m, Trizec suffered a 1993 
loss of C$312m (US$238m), or 
C$L57 per share, despite a 13 
per cent rise in rental income. 

The loss in 1992 was C$544m, 
or C$3.28, due largely to the 
write-down of Trizec's invest- 


Bobert Gibbens in Montreal . 

The US$210m restructuring 
will result in a US$155m after- 
tax charge against fourth-quar- 
ter earnings, which will result 
in Moore reporting a loss for 
1993. 


Moore, with annual sales of 
US$2.5bn, has 150 plants in 57 
countries and 28,000 employ- 
a Its biggest market is the 

The paper forms business 
has been hit by the electronic 
revolution. Plants will be 


the US company with $100m in 
low-interest loans, according 
to reports from Japan - which 
also say Fujitsu will provide 
Amdahl with high-speed work 
Stations to be sold under the 
Amdah! brand name. 

This month, Amdahl 
announced an agreement with 
Fujitsu jointly to develop a 
new generation of mainframe 
computers. The agreement will 


increased net profits by 17 per 
cent to $149.9m in its fourth 
quarter. Earnings per share 
Tose by 22 per cent to 66 cents. 

However, the quarter's per- 
formance outshone the full 
year’s. Net income of $680.7m 


New future for Europe’s state-run 


Continued from Page 13 


its Nuovo Pignone engineering 


income would have been 6 per 
cent ahead. 

Mr Amold Langho, chairman 
and chief executive, said the 
results had been achieved amid 
unprecedented competitive 
activity, difficult recessionary 


ity generating authority. 
The timing for privatisations 
scheduled for 1995 is less cer- 


Langbo said. But he warned 
that the growth pattern shown 
in the fourth quarter was not 
necessarily a good guide to 
long-term performance. 

“Our advertising and promo- 
tion investment rose during 


billions of lira into equity 
funds and leading to a much 
greater public awareness vf the 


committed to meeting all com- 
petitive challenges, but hope to 
moderate promutional spend- 
ing in the Us.” 

In the fourth quarter Kellogy: 
authorised further share buy- 
backs of $300m this year. 


groups 


Forthcoming privatisations 
include the second phase of the 
sale of the state vil company 
Petrogal, Banco Sotto & Pinto 





3 sidiary Comit Holding Interna- | ment in Bramalea, another closed in several countries, ‘‘ arm for about L1,100bn. tain. According to the trea- potential attractions of the 
‘tional, would increase its own | financially stretched developer though the company would not Zurich bank ‘The focus this year is on the sury’s forecast, the year should _ bourse. Mayor and the steel company 
. to take majority control. which was restructured last be specific. . banking sector. On January 31, bring the disposal of much of PORTUGAL: The weight of Siderurgia Nacional. 
- Banque Sudameris, a French | year. One-quarter of the restruct- | FQISES pay-out the treasury will float about the Stet telecommunications state-owned companies in the | GREECE: Greece's privatisa- 
- tank whose main business is Trizec, controlled by the uring will affect the European half its controlling stake in group, restructured into Tele- Portuguese economy is due to tion programme has been 
~ in Latin America, said it would | Toronto branch of the Bronf- subsidiaries but the first major | By lan Rodger in Zurich Istituto Mobiliare Italiano, the com Italia, and the sale of a be halved by the time the cur- thrown into disarray by the 
. propose a capital reduction | man family, submitted a debt- impact will come in the US big Rome-based financial ser- large proportion of Eni's oi] rent term of Mr Anibal Cavaco victory of Mr Andreas Papan- 
.. through a share buy-back, to a | restructuring proposal to secu- where the order management { Bank J Vontobel, the Zurich | vices group, for up to L2.200bn. and gas activities, probably Silva, the prime minister, ends dreou's Socialist government 
‘shareholders’ meeting on Feb- | rities holders last August. system will be revamped to cut | private bank, reported net Banca Commerciale Italiana, under the well-known Agip in October 1995. The main aim in last year's elections. No ren: 
Tuary 23. It is expecting a response ovérheads. profits of SFr33.lm ($22.80m) | another [RI-controlled bank, banner. is to reverse a wave of Commu- ationalisation is expected. 
’- An official said the bank | from a crucial group of senior @ Canada's Labatt Breweries | for 1993, double the SFri5.9m | will follow in February. IRI The deals have been accom-  nist-led nationalisations that However, the Socialists called 
would buy in the four banks’ | debenture holders in the near has capitalised on the domestic | earned im 1992, thanks to | will dispose of its entire 57 per panied by measures to stimu: turned key industries and _ off the proposed sale of a 35 per 
-~ stakes and cancel them, leav- | future. In the meantime, it has success of its innovative ice- | booming profits from securi- | cent stake, valuing the transac- late popular share ownership almost all the financial sector cent stake in OTE, the tele- 
ing BCI with 99 per cent. The | suspended all principal and brewed beer by licensing the | ties and higher commissions. | tion at about L2,500bn. and increase liquidity on the over to state control following coms company, and have fro- 
- price of the buy-back would be | interest payments. Process to Coors, the third-big- The bank, the principal sub- The remaining deals are less relatively small Milan bourse. the 1974 revolution. zen agreements with foreign 
* announced later. The bank's Trizec has total debt of gest US brewer. sidiary of quoted Vontobel | advanced. Investors should be Not all these plans have been A key aim of the centre-right financial advisers. 
total assets were FFr26.37bn but about two-thirds Coors said it will use the ice- | Holding, proposes to raise its | offered a first tranche of shares successful. But probably the government is to promote the Reports by Tony Jackson in 


ed 


.. (84.51bn) on June 30 1993 with 


a net worth of Fr2.46bn. 


.. The Italian government 


plans to privatise BCI next 
month. , 








B = GUIDE TO WORLD CURRENCIES 





C$4.8bn, 

is held by operating subsid- 
jiaries and is not included in 
the recapitalisation talks. 

@ Moore Corp, the business 
forms maker, will eliminate 





brewing process to produce a 
new brand, known as Coors 
Arctic Ice, to be launched in 
nine US states in mid-Febru- 
ary. 


ordinary dividend by 20 per 
cent to SFri8m and pay an 
extraordinary SFri2m divi- 
dend as a result of the excel- 
lent performance. 


in the big Ina life insurance 
group by the middle of this 
. And 1984 should close 
with the sale of a first slice of 
shares in Enel, Italy's electric- 


nT 





‘the rate is nomingl. Market rates are the average of buying and selling rales except 


biggest stimulus has come 
from outside the government's 
orbit. The fall in interest rates 
worldwide has revived interest 
in the equity market, pumping 


growth of private Portuguese 
entrepreneurial groups. It has 
imposed limits of around 25 per 
cent on foreign holdings in 
most privatised companies. 


London, John Ridding in Paris, 
Quentin Peel in Bonn, Haig 
Stmonian in Milan, Peter Wise 
in Lisbon and Karen Hope in 
Athens. 





















































currencies on Friday, January 21, 1934 . in some cases 
cases market rates have been calculated from those of foreign currencies to which they are tied. 
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PACIFIC GROWTH FUND will pay a dividend of USD 0.20 per 
share on the shares outstanding on January 24, 1994. 

Shares will be waded ex-dividend as from January 24, 1994. 

‘The payment date will be on January 31, 1994. 

The dividend i: able to holders of bearer shares agai 

tation of coupon ne 8 to the following bank: ees 





£100.000.000- 
Floating rate notes 1996 







Notice is hereby gitwn that for the 
interest penud 20 January 1981 
fo. St Apal ISS the notes will 
cary on iderest rate of 8003 
Per annun. Interest pavuble on 
QU Apal 1904 nail amount 

to SEFL08 per 510,000 nate and 
SLHO75 per SIMO note. 


Agent. Morgan Guaranty 
Trust Company 


JPMorgan 







Same distance. 
Three times the miles. 





The Board of Directors of 
PACIFIC GROWTH FUND 








From 1st February to 30th April 1994, triple mileage i 
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. information for the 

facts that can make the difference between 
a good guess and.an informed decision. 
To learn more about how FT PROFILE can 
enhance your perspective on business in Europe 
and the world, call us now, or simply complete 
and return the coupon to ... 





from the time-wasting 
trivia? 





You need FT PROFILE. DIVIDEND & INTEREST PAYMENTS ne ae 


As a Financial Times reader, you already 
know where to turn for authoritative reporting 
on the issues and events that influence European 
business. FT PROFILE draws on this authority 
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consultants, agalysts acd opcrators in the 
cable and telccommanications industry 
that will provide a broad, in-depth survey 
of Ibe opportunities presented by this new 
and growing industry. 

Cost per delegate £355 + VAT. For 
further information please contact Sarah 


pacticular it will cover the legal aspects, 
employee issu including pensions, the lax 
issues, business plans and financing the 
deal 


CONTACT: Vicki Goffin, [BC Legal 
Susdies and Services Limited. 
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performance. Senior executives, along 
with Icading academics & consultancy 


applicallon in Operations, Markeling and 
Finance. Speakers from Brune! University 


to compensation, reonginecr effectively? 
Answers 10 these and olher {1R questions 
will be given at this Conference Board 
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implementing IT strategies to support a 
business undecgaing major change. ft 
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financial institutions and professional 
firms. 
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This on-day conference held in 
association with QSC Lid, Oracle and 


pricing. position management - with 


service and supper functions in both the 
Private and public sector. 





environment a3 a mainstream management 
tuul. Sessions include Reducing Operating 
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managing complex and corporare change. 
Emphasis will be given 10 lexdecship, human 


‘This one-day conference will tackic the 
key issues and show how teams have a 











performance, ‘The moming presents users’ 
views and expect analysis whilst the 





cesponding to the increasing demand for 
greater envaronment protecton 


in wo, three weck sessions, attract an 
international sudience from professional, 
business and student communilics, 















































If the events of 
the past week 
are anything to 
go by, US econ- 
omists will 
have to adjust 
the statistics 
for early 1994 
‘ not just for the 
-" effects of earthquake, flood and 

freeze, but also for plagues 
- of locusts and outbreaks of 


We will know on Friday, 
_ when the advance GDP esti- 
:, mates are published, if the US 
economy was really growing at 
6 per cent in the closing 
months of 1993, as the White 
House and the US Treasury 
have been predicting. But the 
geological and meteorological 
events of recent weeks mean 
- that we don’t really have much 
idea about what the numbers 
will be for the first quarter of 
1994. 


: Locust-adjusted, the US econ- 
. ‘omy is probably still careering 
“? glong. Mark Tumer, who runs 
Putnam Investments’ global 
’ fixed income funds from Bos- 
.¢ tom, offers one of those anec- 
dotes which are always far 
more compelling than the dry 
_ statistics. When he started to 
renovate his house a few 
months ago, he says, his 
~-..’ builder bad a so-so order book. 
| Now, it's completely filled for 
the next four years, with a 
| mixture of residential and com- 
mercial work. 
-“Boston was first into the 
- realestate slump, and it will 
probably be the first out,” says 
‘Mr Turner. That means you 
can’t necessarily generalise to 
. other parts of the country. But 
still, the tale is another piece 
of evidence about the scale of 


the US recovery. 
for exam- 


fn manufacturing, 
ple, we could well discover this 
' spring — divine afflictions pex- 
mitting - that the US has 
_ enjoyed six months of indus- 
trial output growing at an 


" General Electric, perhaps the 
‘most diversified of big US com- 

















Global Investor / Peter Martin 


Bond yields over two decades 
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oud half of the year, says Mr 
Turner's colleague Jonathan 
Francis, Putnam's global strat- 
egist: “That's when the chick- 
nS are going to come home to 
roost.” GDP growth will slow, 
perhaps to around 2%-3 per 
cent. Productivity growth, 
which has been swamping any 
wage pressures, Will disappear. 
And aftar the sharp rise in out- 
early part of the 


the point at which upward 
pressure on costs and prices 
usually starts to appear. 
infladenary threat, 1% going 
'S 
to be in the second half of the 
year,” said Mr Turner. 
Note that “if”. It is what dis- 
tinguishes this bond market 








rally from its predecessors. At 
this point in any previous 
cycle - in recent memory, at 
least — there would have been 
no “if” about it. By now, infla- 
tlonary momentum would be 
irresistible. This time, the bond 
market cannot make up its 
mind. 


@ Back to 1894 

One reason for this uncer- 

tainty, touched on in last 

's column, is the debate 
over the impact of “globalisa- 
tion” of markets on the devel- 
oped economies. At a micro 
level, the shift of manufactur- 
ing to south-east Asia and (to a 
lesser extent) to Latin Amer- 
ica, promises all sorts of dis- 
ruptions to western financial 
markets - to corporate bond 
markets just as much as to 
equities. 

At a macro level, though, the 
rapid growth of the non-OECD 
world could bring unalloyed 
benefits. That, at least, is the 
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conclusion reached by Sushil 
Wadhwani and Mustaq Shah of 
Goldman Sachs in a recent 
paper*. As part of their argu- 
ment, they return to the period 
that exercises a morbid fasci- 
nation for British economic 
historians: the years between 
1870 (when Et ‘Britain produced 
roughly a third of world indus- 
trial output) and 1914 (when 
the UK share had fallen to only 
14 per cent). In the same years, 
the US share rose from around 
23 per cent to 38 per cent. 

For much of the period, the 
general price level fell in the 
UK. This, say the authors “is 
consistent with the notion of 
global competition exerting a 
deflationary impact”, though 
they accept that other factors 
may also have been at work, 
including the behaviour of the 
money supply. Throughout 
those years, bond yields were 
on a long-run down-trend, and 
UK productivity growth lagged 
behind that in Germany and 
the US. The striking thing, 
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Tax squeeze may force G7 to 


world’s 








- The 





club is 
“decline. A year 
-ago, Mr Lloyd 
Bentsen, 
freshiy in- 
stalled as US 














for mid-March, although offi- 
cials are still ‘unclear what will 
be discussed. 

G7 leaders, including Mr 
- Jobn Major, the UK prime min- 
ister, hava cast doubt on the 
_ Value of their annual economic 
sommit. The meeting will be 
.' held again this year - in 
“ Naples between July 8 and 10 - 
but is likely to be a low key 
event compared with past 
(Siar tore declan ot 6 
Se ve deci a 
aw iw profile is the safest 


_. approach to the presant diffi- 


* the G7 has tried to guide 
events with an economic carrot 
“and stick. 
“The only known response to 

: last week’s exit of economic 

- Teformers from the govert- 

meént in’ Moscow was .a tele- 















Leading economies should converge... 
zal GDP growth (% change ffom previous year} 


have reached no clear canclu- 
sions. There is strong case for 
saying that such reticence is 
all to the good. International 
co-operation can create rather 
than solve difficulties. Argu- 


ably, some of the problems of | 


the late 1980s - Japan’s bubble 
economy and the UK’s high 
inflation, for example - can be 
blamed in part on over-nthusi- 
astic attempts to co-ordinate 
exchange rates and monetary 
policies among the G7. 
Instead of grand interna- 
tional gestures, G7 nations in 


-tecent years have concentrated 


on solving their own domestic 
economic problems first. 
Whether by accident or design, 
one positive result has been a 


‘fall in inflation to levels last 


seen in the 19603. 

The upper chart, based on 
projections in the December 
Economic Outlook from the 
Organisation for Economic 

tion and Development, 
suggests that big industrial 
countries, by pursuing the 
Sinatra doctrine and “doing it 





2 sary (hlon-North See taxes, social seourty and community changes 
TN Se of nie North Sea GOP) 


synchronised and steady 
growth. But the bottom chart, 
showing how taxes are due to 
rise as a share of national out- 
put in Germany, Britain, Japan. 
and the US, prompts some sec- 
ond thoughts. The lines on the 
chart do not seem to rise dra- 
matically. But they constitute 
a large scale fiscal contraction 
in countries that together 
account for two thirds of 
OECD output. 

Only now is debate getting 
underway about the impact of 
the tax rises in the countries 
concerned and opinions vary 
widely. 

In the UK, Mr Kenneth 
Clarke, the chancellor, and Mr 
Stephen Dorrell, the financial 
secretary, admit that the 
£8.4bn of tax increases due in 
1994-85 will check the pace of 
recovery but are confident that 
the upturn can be maintained. 
Others are less sure, hence the 
pressure for lower interest 
Tates. 

Similar uncertainty sur- 


of higher US 
roan (oe siahich wil take 


revitalise economic co- operation 


effect very soon. Mr Allen 
Sinai, chief economist of Leh- 
man Brothers, told a recent 
investors’ conference in Lon- 
don that the higher tax rates, 
which are concentrated among 
wealthier households, are 
“simply too small in total and 
too narrowly focused to bring 
the economy down”. 

Taking the opposite view last 
week was Mr Lacy Hunt, the 
chief US economist of HSBC 
Holdings, which now has Mid- 
land Bank among its group 
members. 

He estimates that the tax 
increases will take $500m 
(£388m) a week from consum- 
ers, This may seem small in a 
$6 trillion-a-year economy. But 
Mr Hunt contends that the 
average US personal income 
tax rate will reach a new 
record of 20 per cent this year 
and that the households most 
affected by the higher taxes 
account for 18 per cent of con- 
sumers’ expenditure. The out- 
come, he says, will be a drop in 
the economic growth rate to 1.5 
per cent next year. 

Germany's tax plans put 
other nations in the shade. The 
Bonn government's annual 
economic report, to be pub- 
lished this week, is expected to 
project increases of between 
45 and 5.5 per cent in govern: 
ment revenues this year as 
part of a multi-year pro- 
gramme of tax rises to pay for 
unification. 

The OECD estimates that by 
1995 western Germany will 
have experienced a curmulative 
increase in its tax to GDP ratio 
of 5 percentage points since 
unification. While Bonn 
believes the German economy 
should grow by 1 per cant to 
1.5 per cent this year, econo- 
mists are sceptical Mr Gerald 
Holtham, Lehman Brothers’ 
chief international economist 
in London, believes Germany 
faces “unprecedented con- 
sumer weakness” because of 
the government's actions. 

it is highly unlikely that the 
combined impact of these inde- 
pendent fiscal squeezes has 
been discussed by the politi- 
cians responsible for them. It 
may be that world growth is 
sufficiently dynamic to over- 
come the contractionary forces 
involved. However, it would be 
reassuring to now that poten- 
tial pitfalls have been consid- 


ered. 
The G7 would be a good 
place to start. 





however, is that Britain's over- 
all economic growth rate was 
not significantly slower, at 
around 2 per cent, than in 
much of the earlier part of the 
century. And in the last quar- 
ter of the 19th century, UK 
equities provided a real return 
of over 8 per cent a year, a 
high figure by any 

Of course, at the turn of the 
century the UK equity market 
remained undeveloped, with 
many big companies in family 
hands. Still, assuming that 
these figures are representa- 
tive, they lead the Goldman 
economists to a number of 
interesting conclusions: Fast 
growth in the rest of the world 
does not rule out acceptable 
growth in mature economies. 
Global competition may indeed 
hold down developed-country 
inflation, creating an attractive 
long-run environment for 
bonds. Equities may continue 
to outperform fixed-income 
investments, fough ne pot by as 
much as is usual, And though 


The Markets 


THIS WEEK 


Cloudy picture for US economy 


developing economies may in 
general provide better returns, 
there will be periods when 


OECD stock markets do better. 
@ Piumbers 
A clutch of product 


announcements from Hew- 
lett-Packard last week symbol- 
ised the way in which the com- 
puter industry's old 
conventional wisdom is dying. 

The old wisdom said that 
mainframes, minicomputers 
and workstations, though 
undermined by personal com- 
puters, would retain important 
for serious applications, the 
ones that keep a business 
going, Big computer companies 
would have to slim down, but 
they could retain their existing 
business model (lavish sales 
staff, lots of hand-holding, high 
gross margins). That belief, 
already sickly, will finally suc- 
cumb in 1994. Last week HP 
launched powerful new work- 
stations and “business servers” 
which are replacements, in 
effect, for old-style minicompu- 
ters, themselves replacements 
for old-style mainframes. 

HP's new machines perfectly 
illustrate the trend. The most 
significant numbers about 
them are not the 16Mb or 
60MHz that litter the HP 
Teleases; they're the $3,995 
price for the workstation. Not 
onty is that dangerously cheap, 
comparable with top-of-the-line 
PCs — it’s also consumer-style 
pricing, sneaking in just under 
the thousand dollar mark. 
That's it, guys: once that shift 
happens, the old comfortable 
business-to-business certainties 
go out of the window. And so 
does the gross margin. 

You knew all this? All right, 
but did you realise just what 
was happening to the nem con- 
ventional wisdom, too? People 
who long ago wrote off the 
mainframe have been talking 
excitedly about “the coming 
OS wars”, the 


operating 
systems for desktop computers 
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Totai return In focal currency to 20/1/94 











% change over period 
US dspon Germemy = France tay uK 

Cash 

Week 0.06 0.05 O12 O13 O18 0.10 

Month 0.27 0.20 0.55 OS? ov 0.48 

Year 3.68 341 7.38 9.31 12.13 6.56 
Bonds 3-5 year 

Week 0.29 «6-087 6-0 06 0.03 038 0.62 

Month 114 +1.18 0.39 0.70 1.04 0.61 

Year 9.28 $07 12.32 17.32 2742 13.15 
Bonds 7-10 year 

Week 023 -227 8 6~0.29 O12 O76 1.15 

Month 1.61 -2.05 0.32 4.02 1.26 agg 

Yeer 13.98 11.85 15.84 23.04 3854 21.34 
Equities 

Week 0s 33 -1.9 Os 1.5 37 

Month 20 69 -2.6 3.5 0.1 47 

Year 12.0 38 34.7 M2 327 Ra? 





Best performing stocks from FT-A World indices 
in focal currency to 20/1/94 











“ change 

Close Week Month Yeor 

Spnng Ram (UK) 76,00 39.4 55.1 -36.1 

Sanio (Spain) 460.00 29.6 18.9 35.3 

Copper (Aus) 1.10 20.4 19 189.5 

NL Industries (USA) 6.25 27.5 85 18.6 

Jardina Strategie (HI) 36.20 23.7 15 66.3 

dardine Matheson (HK) 78.00 21.9 6.1 69.6 

Hutchison Whampoa (HK) 37.75 21.8 2.8 274 

Taylor Woodrow (UK) 181,00 20.7 32.1 154.9 

Guoce Group Ltd (({HK) 4475 19.3 O6 185.9 
Henderson Investment 

(HK) 8.15 18.1 a4 128.0 

‘Sources: Gash & Bonds - Lehman © NatWest Securtiae, 


- one from Microsoft, one from 
Apple and IBM, one from Nov- 
ell, and so on. One of these 
would take over from Micro- 
soft's MS-Dos, the current 
it to be? 

in truth, since the operating 
system does a computer's mast 
boring housekeeping tasks, 
anyone who could get excited 
about OS wars would probably 
love a TV show called Battle of 
the Sanitary Engineers. 

Tt's all beside the point, any- 
way. HP also announced last 
week that its new computers, 
though they have their own 
operating system, would also 
be able to run any program 
written for Microsoft's Win- 
dows, the visual front end to 


MS-Dos. Other companies have 
already pulled off the same 
trick. Windows has, in effect, 
replaced MS-Dos as the world's 
standard, and the OS wars are 
irrelevant. 

Conclusions: 1. Microsoft's 
Bill Gates has done it again. 
2. Only computer companies 
that, like HP, have adapted to 
the new world can hope to sur- 
vive. 3. If the prices In any 
industry suddenly shift from 
figures ending in zero to ones 
ending in 95 or 99, watch out 
for companies whose cost 
structure and volumes can't 
make the shift, tao. 

“Emerging Giants, Globalisa- 
tion and Equities, Goldman 
Sachs International, London, 
January 19 1994 


The First Comprehensive Guide 
to the Eurodollar Bond Market 


Salomon Brothers introduces the new 
Eurodoillar Bond Index 


* Comprehensive measure of market performance 


© Stable, accurate and replicable 


© Well-defined selection criteria 


* Readily allows portfolio comparison based on 


market structure, risk and relative performance 
versus this benchmark 


© Broad range of sub-indices: maturity, issuer and 
credit quality 


® Facilitates return attribution analysis and creation 
of customised benchmarks 


* Calculated and published daily 


For daily and monthly returns, see Reuters page SOLU, 


Telerate page 2117 and on Bloomberg type SBICGO> or SALO<GO>. 
Contact your Salomon Brothers representative for more information. 


Salomon Brothers 


Ailania, Bangkok, Berlin, Cincago, Dallas, Frankfurt. Hong Kong, Lancon, Los Angelos, Madrid. Melbourne, 
New York, Gsaka, Paria, San Francisco, Seoul, Singapore, Sydney, Taipei, Tokyo, Toronto, Zurich 
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WORLD BOND MARKETS: This Week 2 

NEW YORK Richard Waters | LONDON hilip Coggan ay -t Leu ee David Waller TOKYO MLC Cae 
Plotting the course of US us The main event of the week Last week, the bund market Germany Bond traders are bracing Japan: 
economic growth these days is likely to be the first auction was dispirited by the eo | themselves fora volatile week, _ 
demands 2 good understanding —_Benchmork yield curve 196)" of the year - Wednesday's offer Bundesbank’s decision to leave Benchmark yield curve (H)" Government bond prices are sield curve (4F 
Of the effects of natural Sh eee es of Treasury 6" per cent 2010 short-term interest rates Se eae to fluctuate asa SU me * Mort ag 

. First there was last 675 2 stock. The size of the issue - unchanged. This week, it is Ob eanm ees wm | result of buying duetorevived = 48 wna 
Summer’s flooding in the 625 £2.75bn compared with a recent unlikely to take cheer from. ttl eae hopes of an tmminent rate cut a1. 
mid-West, now an earthquake 5:75 range of £3bn to £3.75bn - and two sets of data due in the next 6&1 ----~- = and proBit-aking on 58» 
{a southern California and an 525 the fact that the second part few days. - expectations of increased : 
arctic blast that last week froze 4.75 payment is not due until Baden-Worttemberg and 57)- supply. at 
much of the East. To what 425 March “suggests this year’s North-Rhine Westphalia, two - oh : Prospects of prolonged 2.6 
extent are these events holding 3-75 funding programme is of Germany's biggest states, 5a\- political turmoil stemming gt 
one some cases Sef. Rs virtually complete”, according es expeoier fo papret Tabeston ase . 5 te from last Friday's defeat of <4 as 
- economic 7-1 ____1_____-1_ | to Mr Nigel Richardson, hea r January today or e coalition government's . 
activity? myth wormctoemnen | of bond research at Yamaichl —e sat tere etaromcnton | litical reform bill tagetber hig res 
fourth-quarter GDP figures, source ux International (Europe). Other states report during Souee: Meat Lynch © with a further to Souce Mea 

to be released on Friday, will ae Mr Peter Fellner, gilts mats the week and so it will be —z 2 announcement of an economic So Men tynch 
Provide an indication of just strategist at NatWest Markets, . possible to get a picture of stimulus package, : 
how robust economic growth -quarter growth have been argues that the smaller size week, with only today's CBI German inflation for the have been since the end of expected this week, may Official discount rate. 
was in the final months of hastily revised upwards in of the auction indicates the Industrial Trends survey and month as a whole. October. 7 support the No 157 10-year Investors will focus on the 
1993. The previous quarter was _ recent days, from) the 4.8 per Bank of England may prefer Friday's non-European Union Last month pan-German ‘The second item of data will | benchmark government bond, central bank's branch 
Up 2.9 per cent from a year cent level which had been the | to continue with regular trade data. The next major inflation rose at an annual rate _ be the December growth in which faced heavy selling last | managers’ meeting, which runs 
before - restrained to some market's previous view. Now, monthly auctions rather than event will be the Bank of of 3.7 per cent. Predictions for M3 broad money supply. The week. 3 from today until the end of 
degree by the floods, but still estimates range from 5 to 6 have larger, less regular offers. England's inflation report on January range from 3.4 to 4 Bundesbank bas warned that Prime Minister Morihiro the week. The scheduled press 
a healthy bounce back from per cent, reflecting strong Last week's retail prices February & In the interim, per cent, reflecting uncertainty the figure wili probably be | Hosokawa has until this conference by Mr Yasushi 
the sharp slowdown in the first consumer spending growth figures, which showed inflation _ gilts may well be caught in over the impact of higher high but confirmation of this Saturday to reach a Mieno, BoJ governor, is likely 
half of last year. That surge and an upturn in residential slightly below expectations. the crossfire between US indirect taxes on petrol. will do nothing to cheer compromise with the Liberal to provide further evidence 
continued into the last three construction. That the fourth create a favourable Treasuries (where the next A high outcome is likely to investors in the bund market. Democratic Party, the leading of economic weakness 
months of the year, aided in quarter figure would be strong | background for the issue. Long _ interest rate move is still reinforce the Bundesbank's In November, M3 grew at opposition. throughout the country. 
part by the one-off effects of has been long expected: gilt yields fell by around 25 expected to be up) and German | caution in bringing the an annualised rate of 7.2 per ‘The government's inability Meanwhile, the 10-year bond 
@ post-fleod catch up in whether the bond market has basis points on the week. government bonds (where the Lombard and discount rate cent, well above the upper to take econontic initiatives auction on Wednesday might 
activity. fully priced in such a rise is There is little economic news next interest rate move is down from 6.75 and 5.76 per limit of last year’s 4.5 to 6.5 is likely to renew trigger concern over increased 

Expectations for fourth another thing. to influence the market this expected to be down). cent respectively where they per cent target range. expectations of a cut in the supply, thus limiting a rally. 

Capital & Credit / Antonia Sharpe 40 yéar benchmark bond yields: 


Danish rhetoric becomes reality 


Mr Erik Hoffmeyer, Denmark’s 
veteran central bank governor, 
must be singing In his sauna. 
He is the toast of the financial 
markets following his success 
in restoring confidence in the 
Danish krone. one of the main 
casualties of the collapse of the 
European Exchange Rate 
Mechanism last August. a feat 
which has given him the free- 
dom to cut Danish interest 
rates independently of the Ger- 
man Bundesbank. 

Indeed, the 69-year-old tree 
lover, who is due to retire at 
the end of this year after 29 
years at the helm of the central 
bank, has such confidence in 
the krone's renewed stability 
that he said on television two 
weeks ago Danish interest 
rates could drop as tow as US 
levels - now around 3 per cent. 

His predictions, coupled with 
the rosy outlook for inflation 
and economic growth in Den- 
tark, had the same effect on 
the Danish government bond 
market as waving a red flag in 
front of a bull. 

According to Unibors Securi- 
ties, yields on 10-year Danish 
government bonds dropped, 25 


* same time, the 
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Jun 19830 Jan 
‘Source: Qatastream “ 


basis points to a record low of 
5.89 per cent soon after Mr 
Hoffmeyer's comments. At the 
yleld differen- 
tial between German and Dan- 
ish 10-year government bonds 
uarrowed to less than 30 basis 
points from 55 basis points two 
weeks earlier. 

However, the market appears 
to have cold feet now Mr Hoff- 
mieyer’s rhetoric is starting to 
become a reality. After last 
week's widely-expected quar- 
ter-point cut in Denmark's dis- 


count rate to 5.75 per cent, 
which brought it in line with 
Germany's discount rate, 
yields on 10-year Danish gov- 
emment bonds widened to 6 
per cent. In addition, the krone 
failed to strengthen following 
the rate cut, breaking a trend 
to which the market had 
become accustomed since the 


ERM collapse. 

Mr Richard Gilhooly, inter- 
national economist at Kidder 
Peabody in London, points out 
that a further independent rate 
cut in Denmark could prompt 
investors to switch into Ger- 
man government bonds. 
attracted by the higher yield 
and greater currency stability. 

Analysts at Unibors have 
also taken the view that the 
short-term limit for the Danish 
bond market has been reached. 
“Irrespective of the current 
positive features of the Danish 
economy, most economic fun- 
damentals point to a widening 
of the Danish-German yield 
surrowing” Unibors says ints 

a rs says in its 
latest weekly review of Scandi- 
navian bond markets. 


They beUeve the Danish cen- - 





Erik Hoffmeyer: having some 
fon iu his final year 


tral hank will use any bouts of 


_ D-Mark weakness to ease mon- 


“etary policy further, which 
would push the Danish dis- 
count rate through the German 
level. But they warn that this 
situation would be reversed 
once the German economy 
showed signs of recovery, 
which would strengthen the 
D-Mark's status as the anchor 
currency. within the ERM. 


UK GILTS PRICES 
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‘Telecom Markets is the essential 

source of regular information about the 
global telecommunications industry. It 
provides both hard-to-obtain news and 
specialist analysis for the professional 23 
times each year, and is available only on 


subscription from the Financial Times. 


INTERNATIONAL COVERAGE 


TM is designed so that information is 
readily accessible and quickly absorbed, 


providing the [atest on: 


* Global deregulation 
© Company analysis 
* Opportunities in new markets 


* Licensing agreements 
© Product developments 
Finance news 


For further information and a sample 
copy of TM or its sister newsletter 
"Mobile Communications”, please 
contact Roland Ear) 

by Fax:+ 44-(0)-71-411-4415 

or Telephone: + 44-(0}-71-411-4414 
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Other analysts are ‘confident 
there are more gains to be 
made in the Danish bond mar- 

Mr Neil Williams, senior 
economist at Daiwa Europe in 
London, forecasts 


of 150 basis points in the Dan- 
ish discount rate by mid-year, 
which would result in Danish 
government bond yields drop- 
ping below Germany's by five 
to 10 basis points. “Denmark is 
likely to be a rising star in the 
first half of this year,” he says. 
Mr Keld Holm, head of 
research at Bikuben Securities 
in Copenhagen, expects the 
narrowing of the yield differen- 
tial between Germany and 
Denmark to stabilise at current 
levels in the short term but to 
narrow to about 25 basis points 
by mid-year. 
Mr Holm is pioning his 
hopes anne Danse oe 
bank's iy fe d 
rapa nla og 
policy. 
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The hefty profits earned by the 
underwriters of last year's 
bumper crop of Eurobond 
issues — and the sizeable 
bonuses paid to many bankers 
~ have left market participants 
none More than usually 


Happily, car dealers and off- 
shore fund managers have not 
been the sole beneficiarles. In 
the last month, London’s Euro- 
bond syndication community 
has spawned several imagina- 
tive schemes for raising money 

Morgan Stanley launched an 
issue of zero-coupon 
charity bonds, which has so far 
raised “well over £100,000". The 
bond structure is simple: the 
investor buys a bond, in 
denominations of £1,000, £5,000 


__ Intemational / Tracy Corrigan” 
Euromarket spin-offs aid charities 


However, the investor does 
receive a bond certificate, and 
participating institutions will 
be featured on “tombstone” 
advertisements in the financial 
press. 

The money is channelled 
through The Charities Aid 
Foundation and distributed to 


ble. 

“In the syndicate world, 
there is a very tight commu- 
nity, and all day long we sit 


B 


ael Dee, head of Morgan Stan- 
ey’s syndicate desk. “We 


~ 


brice deals,” says Mr Mich- . 


On December 7, Canadian- 
owned Wood Gundy donated 
all its trading and ‘syndicate 
profits from its London opera- 
tion to Children in Crisis, 
which helps the children of the 
former Yugoslavia. With staff 
contributions and donations 
from clients, the firm raised 


charity which funds medical 
research, 
For example, if 2 ‘bank 


launches a $300m issue, it con 


tributes 0.001 per cent of the - 


value of that issue - in this . 
case, $3,000 — to the charity . 

Mr Denys Firth, director of 
debt capital markets at S.G. :. 
Warburg, and his wife Victoria, “ 
who is on the London fund - 
raising committee of the char--' 
ity, persuaded 19 Eurobond.: 
houses to participate. ‘ 

The market timing, always a 
prime concern for syndicate. 
officials, could not have been. 
better. “I doubt if there is any 
other time in the market when 
we could have achieved this,” - 
said Mr Firth. : 

Mr Firth’s market instincts: 
did not let him down: the flow . 
of new Eurobond issues, 
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NEW YORK 


‘- Earnings 


, to remain 
' the focus 


: ‘The “nirvana scenario” embraced 
by Wall Street last week may quickly 
fall out of fashion if the impressive 
‘new year rally comes to an abrupt 
halt this week or next, as some 


analysts expect. 

Be that as it may, simple faith in 
ieeoaine werent 
inflation and stable interest rates 


4 : ~ resulted in a nearly perfect string 








tBP PAST eel 


sid chant 


of sessions last week. Indeed, for a 
few days at least, it has seemed lite 


"the best of all worlds for stocks. 


The Dow Jones Industrial Average 
powered past the 3,900 mark for the 


“first time on Friday, just two weeks 


after topping 3,800. The bellwether 
blue-chip index finished at 3,914.48, 
for a weekly advance of 47 points 
and its fourth record close in five 


‘days. (On Tuesday, the Dow was 


unchanged, matching the peak 
achieved the previous session.) 
With the US results season in full 
swing, earnings - rather than fresh 
economic news and trends in the 
US Treasury bond markets — will 
remain the focus, as investors look 
to see how individual companies 


performed. 

Some leading pharmaceutical 
concerns, including Merck and 
Warner-Lambert, will post their 
results today. The market, which 
has already reacted badly to a 
slowdown at Pfizer, is anxious to 
see if price discounting has affected 


the profitability of the rest of the 
: ing sector. 


"The failure of the market last week 
to respond with enthusiasm to 


_ earnings that matched or exceeded 


analysts’ forecasts was a warning 
flag for Mr James Solloway, head 
of equity research at Argus Research 
in New York. There were some 
exceptions, notably Caterpillar and 





Apple Computer. But the market, 
by and large, seems to have factored 
strong earnings into many share 
prices. 


Mr Solloway believes this is a just 
one indication of “the wear and tear 
that develops near the end of a 
market rally”, when stock values 
have begun to run ahead of the 
fundamentals. While he believes the 
longer-term outlook for equities 
Temains bullish, he anticipates “a 
couple of weeks of consolidation” 
in the near term. 

Mr Gregory Nie, technical analyst 
at Kemper Securities in Chicago, 
agrees that the market is ripe for 
a setback, but believes it will put 
in a good performance over the next 
few days. However, he warns that 
stocks are approaching an 
“overbought” position and expects 
the market to retrace its December 
and January gains with a correction 
of about 10 per cent soon. 

Just what will trigger the 
downward move is anyone's guess. 
Potential catalysts include a further 
deterioration of the Russian reform 
process and ahother uptick in 
industrial commodity prices. 

Mr Joseph McAlinden, of Dillon 
Read in New York, points out that 
the preliminary estimate of 
fourth-quarter gross domestic 
product, to be released on Friday, 
may scare investors if it exceeds 5 
per cent. Such a level may bring 
forward a move by the Federal 
Reserve to tighten monetary policy. 
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Search for 
value to 
continue 


A stock market constantly searching 
fon per peaks presents investors 

with a ly environment, especially 
when it insists that all news must 
be good news. The UK market is still 
riding strongly on base rate cut 
prospects and the reality must be 
that the cut is not going to he 
delivered until the chancellor of the 
exchequer wills it; he did not sound 
too willing on BBC radio last week. 
$0 hopes must be projected forward 


yet again. 

This week will leave the stock 
market relatively light on UK 
economic data compared with last 
week. There are also fewer trading 
statements from the big corporate 
names, except in the retail sector. 
‘This could be dangerous because 
it leaves investors to continue the 
search for value in a market where 
the word “overbought” is becoming 
audible. 

Plummeting yields on equities as 
prices race ahead have already 
brought the dividend yield on the 
FP-SE Actuaries All-Share Index 
down to levels seen only rarely over 
the past 20 years. With bond yields 
also declining fast, investors have 
been driven to seek out “value” in 
the higher yield areas in equities, 
including, most notably, the FT-SE 
Mid 250 stocks. 

This index, having outperformed 
the FT-SE 100 Share Index by almost 
8 per cent since January 1953, went 
into overdrive in the middle of last 
week, outpacing and even leading 
the FT-SE 100 Share Index. 

But any market index which can 
rise by 136 points on one day, and 
fall by 43 the day after, as the Mid 
250 did in the middle of last week. 
is a hazard for the unwary. 

Fund managers are very cautious 
towards the non-Footsie stocks, 
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En ee MARKETS 


TOKYO 


The unexpected defeat of Prime 
Minister Morthiro's political reform 
bill in the upper house last Friday 
is bad news for the stock market. 
The coalition government will have 
to negotiate with the Liberal 
Democrats, the leading opposition 
party, over 2 compromise. Share 
prices could plunge on profit-taking 
if further political turmoil delays 
the announcement of the economic 
stimulus package. 


PARIS 

Bouygues, the construction group, 
announces 1993 results tomorrow. 
The company, which reported a 27 


than i per cent reduction in first-half net 
highlight dividend risk as well as Profits, has warned that full-year 
value, warns Mr Ian figures will be down on last year's 
Harnett at Strauss Turnbi FFré85m ($117.29m). Skis Rossignol 
Technical market holds an analysts’ meeting on 
that market makers have been Thursday and BSN unveils 1993 sales 
effectively short of stock since the figures on Friday. 
athe November tage Se 
jovem! t. 
Allowing for several catch-up WARSAW 
opportunities since then, the wine | Bank Slaski, the market's largest 


i gent 
“average shorting level” is believed 


ever share listing, makes its trading 


to be around 3,265 which leaves a debut tomorrow. The bank, one of 
lot of room for market makers to the nine being sold under the 
welcome and encourage any government's privatisation 
correction in share prices. Technical programme, saw a massive 
pressures of this nature can push oversubscription last month. with 
prices downwards as well as upwards | more than 800,000 domestic and 
if the market changes direction. foreign applicants offering 7,993.2bn 

Derivative Securities, the UK-based | zlotys ($372m) for 1,226.Sbn zlotys 
specialist on equity market technical { worth of shares. Analysts expect the 
factors, believes that, while a 500,000 zloty offer price to more than 
correction is still likely, only a few treble when trading begins. 
stocks are in serious danger. . 

It identifies Ladbroke, the leisure 
and hotels group, as displaying clear | DUBLIN 
signs of being overbought following Investors are hoping for a mildly 
the response of the share prices to positive package from Wednesday's 
the boardroom developments. budget. Davy Stockbrokers in Dublin, 

It rates as marginally overbought which this month told analysts in 
Stocks ranging from British Airways, | London and Edinburgh it expected 
where the shares are looking for domestic investors to replace 
higher traffic levels as global foreigners as the driving force in 
economies improve, to Tesco, which the market this year, believe the 
last week commented on the trading government may rejig investment 
outlook. tax treatment in favour of equity 

investors. 
STOCKHOLM 
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EMERGING MARKETS: This Week 


The Emerging Investor / Stephen Fidler 


A warning signal from Venezuela 


SSAB, the steel company, is expected 
to announce 1993 net profits of around 
SKr600m ($74m) tomorrow. Firmer 
prices and lower processing costs 
have helped the recovery after 1992’s 
SKr165 pre-tax loss. 


44" | ZURICH 
21/1/94 | Baer Holding is expected to unveil 
1993 profit figures today. Tomorrow, 
29/1/93 2,331.33 1/1/94 2,284.78 17/1/94 | the a a Industry 
Association holds a news conference. 
wet 588.65 10/1/04. | swiss Re has analysts’ presentations 
"st Gmptes | 1 Zurich tomorrow and in London 
on Wednesday. 


The ‘collapse of Venezuela's 
second-largest commercial 











are in a state of flux, stemming 
in large part from the eco- 
nomic reforms which have 
changed the nature of banking 


would have dealt with some of 
these as well as bol- 
stering the capital of the 
banks, took effect. 

In a bid to calm disquiet over 
the rest of the banking system, 
Venezuela’s government 
moved on Friday to relax mon- 
etary conditions in the banking 
system im a bid to ease disquiet 








are. signs that investors and have sometimes proved about other institutions. Mr 
are not differentiat- inexpert at finding good risks. Prescott points out that the 
ing among different institu- 
: Ten best performing stocks 
-“There are-a lot of second or Fiiisy Wok on wash 
third-tier Latin American guy Country $ close 3 — 
banks having their paper 
Placed aH over the world. The  Telesp (Pid) Beil 0.4593 0.0955 26.2 
extent to which this risk is any Comp Vale Do Fiio Doce (Pfd) Brazil 0.0293 (0.0293 248 
good, one doesn’t know.” says  Telebras (Pfd) Brazil 0.0476 0.0092 23.9 
Mr Paul Luke of M Gren- First Philippines Holdings (Pid) Philippines 3.7050 (0.6184 20.9 
fel orga Trad. Glectrobras (Pid) Braz o22s1 00603 86198 
Loe ae Aracniz Celulose (Pid) Braz 3.0216 04723 89185 
ing in London. “It's unclear ‘Gung ind. Minera Mexico = Mexico 39118 05967 = 18.0. 
Whether the market is ade-  inyestimentos [tau (Pid) Brazil 0.6031 0.0840 162 
quately differentiating between aewoo Cop ~ Korea 20.6287 2.6429 14.7 
the different forms of risk.” Hyundai Engineering Korea 41.2575 5.2858 147 
Mr Charles Prescott of the ‘Source: Banng Seountios 
= concern IBCA says : ; 
{banks from Brazil alone have As these upheavals take likelihood that a country’s 
issued debt in the inter- place, the practices which were authorities will stand behind a 
national’ market without a common in Latin banks inthe bank, while it may not 
-4 credit ratil past have not entirely died cut. provide much comfort to share- 


ting. 

Much of this debt has been 
° Of flight aooeter 

ee -capital accounts he! 
* — by individuat Latin Americans, 
© Who are comfortable with the 
: risk they are taking. However, 
je ‘investors without spe- 
- Cialised local knowledge are 
likely to demand more infor- 
mation than they are getting at 


present. 
Latin America’s banking 
systems are a varied lot. Most 





CURRENCY MARKETS. 


The 


The Yes appears likely to be 

. a’ focus of attention this week 

"with the weak economy, politi- 

: cal uncertainty, and an ongo- 

ing trade dispute with the 

;. US all impacting on the cur- 

- rency, 

4 ‘The market will be trying to 

- ‘- ' assess the impact of the gov- 

a - . | |; emment’s failure last week to 

oak 7" “pags a political reform pack- 

: “+. (+. age. UE this prevents the intro- 

duction of a fiscal package 

. aimed at stimulating the econ- 

imiy, this may cause the Yen 
to weaken. . 


The outcome of yesterday's 
Meeting between Mr Lloyd 














As in Venezuela, accounts are 
sometimes not consolidated, 
allowing banks to shuffle 
assets from one subsidiary to 
another to provide an optical 
llusion of a healthy bank. The 
practice of making loans to 
erecutives or leading share- 
holders still goes on. 

Unhappily for the authori- 
ties, Venezuela's problems 
came in the very month that 
new banking legislation, which 


holders, is an important ele- 
ment in analysing its credit 
risk. 

‘The problems being faced by 
Venezuela now parallel in 
some respects the difficulties 
faced by the Chilean and the 
Colombian banking systems 
during the 1980s, when the gov- 
ernment was forced to inter- 
vene to save some banks. 

These banks are now emerg- 
ing from these problems: legis- 


Yen falls under 


Bentsen, the US Treasury sec- 
retary, and Mr Morihiro Hoso- 
Kawa, the Japanese prime min- 
ister, will also be closely 
watched. 


If progress is not made in 
curbing Japan’s trade surplus 
with the US, the Japanese unit 
will probably strengthen as an 
alternative means of closing 
the gap. 
The market will also be keep- 
ing a close eye on the release 
of fourth quarter US GDP and 
durable goods figures. If these 
are as strong as predicted, this 
should lend further strength to 
the US currency. 


In Europe, a focus of atten- 
tion will be Thursday's meet- 
ing of the Bank of France mon- 
etary policy committee. 

Mr Avinash Persaud, head of 
currency research at JP Mor- 
gan (Europe), argues that good 
Inflation figures and some wor- 

trade news, allied to 
D-Mark weakness. give the 
Bank the opportunity to cut 
rates. 

Were it to do so, following 
last week's Danish rate cuts, 
this would represent an impor- 
— a etteas monetary 

icy by core currencies 
From the Bundesbank. 


lation now before the Chilean 
congress should resolve the 
remaining issue of subordi- 
nated debt stil owed to the 
government by banks in 
Chile. 

In Colombia, the Banco de 
Colombia is also emerging 
from under the state umbrella: 
it is undertaking an interna- 
tional placement of $220m 
(£149m) in notes to be 
exchangeable into the bank's 
shares. Morgan Grenfell and 
its Deutsche Bank parent are 
handling the issue - which 
will account for around a third 
of the bank's capital. 

In Mexico, the rapid privati- 
sation of 18 banks and the 
expansion in the economy led 
to a breakneck pace of loan 
growth. Now the economy has 
slowed down, the loan quality 
of the banks deteriorated 
through much of 1993. Trying 
to compensate for this, banks 
have kept high the interest 
rates they have charged to cus- 
tomers, intensifying and possi- 
bly lengthening the recession. 

Elsewhere, worse may be yet 
to come. A report by two 
World Bank economists in 
November suggested that 
many Brazilian banks were 
making hay out of inflation 
(now touching 40 per cent a 
month) and that subduing 
inflation “would threaten the 
solvency of some banks”. 

Most bank analysts agree 
that a difficult period can be 
expected for Brazilian banks 
once inflation is under control, 
before the banking system 


economy. s. the market is likely 
to turn its attention today 
towards investment in the CBI 


these should be quite buoyant 
given the healthy state of 
returns on investment and 
tight capacity constraints in 
the manufacturing sector. if 
they are not, this would be an 
important signal to the govern- 
ment about the health of the 
econony. 





A bond issue with a twist 


As new issues of Latin 
American bonds continued 
thick and fast last week, the 
Brazilian state of Minas Gerais 
launched on Friday a Euro- 


Ties warrants entitling holders 
to buy preferred shares in the 
state-owned electricity com- 


pany, Cemig. 

The issuer is doubtless hop- 
ing to benefit from the current 
Brazilian “rosy scenario” 
which - for all the doubis 
about it coming to pass - has 
apparently been driving the 
Brazilian stock market's 


eventually emerges healthier. 
This parallels the Argentine 
experience in reducing infla- 
tion radically over the past 
three years. 

The New York-based Thom- 
son BankWatch says Argen- 


stricter capital requirements 
and closer monitoring of the 
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close Brazil's debt deal with 
foreign banks by the deadline 
of April 15, thereby improving 
Cemig’s own debt profile. 

Minas Gerais is issuing 
$200m of bonds, $100m with a 
five-year maturity and 3100m 
with a six-year maturity. The 
five-year bonds carry a 7% per 
cent coupon and the six-year 
an 8% per cent coupon. The 
conversion premium on the 
three-year warrants is 30 per 
cent over the weighted aver- 
age price of the preferred over 
the last month on the Sao 
Paulo stock exchange. 

The preferred shares are the 
eighth most liquid in Sao 
Paulo, and the warrant offer 
represents about 5 per cent of 
outstanding shares. Cemig 
generates about 8 per cent of 
Brazil's electricity. 

Bombril, a household 
cleaning products manufac- 
turer, placed $150m of paper 
in Angust, in Brazil's first 
international equity warrants 
issue. 


banks by the central bank.” 
Profitability, it adds, “will 
remain above international 
norms”. 

Nonetheless, in Argentina 
and elsewhere, it is hard for 
bank regulators to keep up 


with the pace of in the 
banking market. if it’s hard for 
the regulators, investors 


should tread warily. 
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EQUITY. MARKETS: This Week ‘ 


LONDON. 


RISK AND REWARD 


FRN investors 
offered a home 
on the range 


You have seen 
collared float- 
ing-rate notes, 
fixed-floater- 
fixed notes, 
reverse and 
perpetual float- 
ers. Now meet 
the latest struc- 
tured product 
to emerge from the laborato- 
Ties of the Eurobond rocket sci- 
entists: the range-floater. 

In recent weeks this instru- 
ment has become all the rage, 
and hardly a day passes with- 
out a handful of such deals hit- 
ting the Eurobond market. The 
past two weeks have seen the 
issuance of more than $1bn of 
tange-floaters, also called corri- 
dor floaters, and syndicate offi- 
cials say there's more to come. 

US dollar range-floaters 
essentially hinge on investors’ 
outlook for US interest rates. 
In order to make money, they 
have to hold the view that US 
short-term rates will stay in 2 
nasrow band during the life of 
the note and that interest-rate 
volatility will remain low. 

The salient feature of range 
floaters is that, when the dol- 
lar London inter-bank offered 
rate lies within a specific 
range, investors earn a much 
higher coupon than they would 
otherwise receive on 2 plain- 
vanilla floater from the same 
borrower. However, no interest 
accrues on the days when 
Libor lies outside that range. 

As an example, the European 
Bank for Reconstruction and 
Development (EBRD) last week 
issued $200m of one-year range 
notes. They pay a coupon of 
three-month Libor plus 50 
basis pots when the three- 
month Libor daily fixing falls 
between zero and 4 per cent in 
the first six months of the 
note's life and between zero 
and 4.25 per cent during the 
second six months. No interest 
accrues when Libor rises above 
4 per cent during the first half 
or above 4.25 per cent during 
the second half. US three- 
month Libor was fixed at 3.25 
per cent on Friday. 

As 2 triple-A rated suprana- 
tional borrower, the EBRD 
would pay well below Libor on 
a plain-vanilla FRN. According 
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to the EBRD's treasurer, Mr 
René Karsenti, the deal beat Its 
one-year funding target of 
around Libor minus *. points. 

Range floaters pay uivestors 
an above-market rate to com. 
pensate them for the risk that 
interest may not accrue during 
some of its life. 

“We are now in an environ: 
ment where yields are so low 
that the only way to get a yield 
pick-up is to take a market 
view,” says Mr Tim Skeet, 
senior vice president on the 
syndication desk at Kidder, 
Peabody. 

Many range-floaters have 
been issued by triple-A rated 
borrowers, making credit risk 
a negligible consideration. Typ- 
ical buyers of range-flaaters 
include money-market fund 
managers and commercial 


Even if Libor dues fall out- 
side the range during some of 
its Hife, it will take a while 
before investors lose out. In 
the case of the EBRD note. 
investors will carn the full 
Libor-plus-50 coupon if Libor 
lies within its range on each 
day in the quarter: but even if 
Libor is within the range for 
only 78 days, the investor will 
still earn around Libor flat - 
more than could be obtained 
from a plain vanillk EBRD 
floater. “Libor can fall outside 
the corridar for a perivd of 
time and you can still have a 
good investment,” says one 
dealer. 

From the borrower's perspec 
tive, range flouters enable 
top-notch issuers to get deep 
sub-Libor funding by swapping 
the proceeds into plain-vanilla 
Libor-based funds. 

“The value comes frum the 
swap counterparty who agrecs 
to pay the issuer the difference 
between its sub-Libor funding 
target and the coupon on the 
days when Libor is within the 
range.” explains a swaps 
trader. This leaves the issuer 
fully hedged while the swap 
counterparty assumes the risk 
that Libor stays within the 
range. The swap counterparty 
in turn can hedge itself with 
the use of options strategies. 


Conner Middelmann 





News round-up 


@ Pakistan 


Pakistani share prices were 
hit hard by yesterday's “black 
Sunday” as the Karachi Stock 
Exchange index, the KSE-100, 
fell by 129 points or almost 

5 per cent of its value - the 
largest drop in a single day 

in recent history. 

The heavy selling of shares, 
which came after a three 
month boom, was led by the 
financial sector and some 
textile shares, stockbrokers 
said last night. 

However, many brokers and 
market analysts were 
confident that the fall was 2 
temporary correction rather 
than indicative of a heavy 
selling trend. 

“This was the reaction that 
everybody was waiting for,” 
said Mr Yasin Lakhani, 
president of the Karachi Stock 


Exchange. 

The KSE-100 index has risen 
by approximately 1,000 points, 
or roughly 70 per cent, since 
the October elections won by 
Ms Benazir Bhutto. 


@ Hong Kong 

Hong Kong’s stock exchange 
might extend trading hours 

to accommodate the increased 
investor interest, Mr Paul 
Chow, the stock exchange's 


chief executive, said in London 
last week. This would also 
mean that trade could overlap 
with the London Stock 
Exchange's Seaq International 
trading system. 

@ Professor Liu Hongru, 
chairman of China's Securities 
Regulatory Commission, said 
at the same presentation that 
he was studying the possibility 
of establishing a stock 
exchange in the north of 
China. This should introduce 
more competition between the 
country’s two other exchanges 
in Shanghai and Shenzhen. 


@ Lebanon 


Lebanon's stockbrokers have 
called for the reopening of the 
country’s stock market, closed 
since 1984. This move came 
as a secondary market was 
due to be established to start 
trading next month in shares 
of Solidere, a company that 
has been formed to rebuild 
central Beirut. 

Gentral bank officials have 
said that the new market is 
a temporary measure and that 
the Beirut bourse will 
eventually be reactivated. 


@ Farther coverage of 

markets appears 
daily on the World Stock 
Markets page. 


Baring Securities emerging. markets. indices ; : oct 


Weak on week movement Month on month movement 


Yeor to date movernant 
Actual Porcent 


Index. 21794 Actual Percent 
World (239). —nvane 173.86 424 2.50 17.62 11.20 5.45 3.24 
Latin America 
Argentina {19) 119.57 367 3.16 12.84 12.03 4.19 3.63 
Brazit (18) 198.93 20.90 11,74 69.79 54.04 59.28 42.45 
Shite £12) 168.28 6.88 428 23.85 31.39 20.72 14.04 
ico (22) 165.65 7.31 481 10.87 7.02 4.38 2.72 
Catn America (71) ...168.62 9.97 6.28 2731 19.83 19.37 12.98 
Europe 
Greecs (14) 101.94 5.43 5.64 19.97 24.96 18.85 22.68 
Portugal (13) 121.71 321 271 8.31 8.28 9.58 8.55 
Turkey (22) 181.52 27.28 “13.07 26.28 16.93 19.81 12.25 
Europe (49) mannernan 427.65 2A? 1.30 17.13 15.50 15.44 13.73 
Asia 
Indonesia (17) 176.24 5.85 3.43 14.75 9.14 5.17 3.02 
Korea (23) 110.28 0.70 0.64 1.19 1.03 057 0.52 
ja (21) 205.58 “15.44 6.98 29.22 -10.15 47.47 “18,76 
Phillippines (9) 312.94 23.48 8.12 28.91 10.20 10:44 3.14 
(20) 226.61 =18.39 636 +1436 5.96 “36.95 “14,02 
Taiwan (29) 151.12 6.80 471 25.18 19.99 2.58 “1.68 
Asia (119) — 198.54 5.22 “259 324 -1.82 -24.88 “11.24 
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European perspective. In fact you'll find far more than 


finance in the FT. 
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"Jen at Ctosing Change Bid/otfer 9 
: Bank of Jan 21 Geang Change SkVolor Day's mid One month Thro months One Mergun G’ 
mid:polt_on day spread igh tow Rute SPA Azle SPA Rata %PA Eng. iidex mi-pont on day spread high low __-Ralo. S6PA Aste SPA fale syPA men ” 
Ausiia (Sch) 183620 10.0645 452-588 16.3000 18.2448 183568 02 18.3651 -03 u pen 
4 So ait 33 Austria Beh) 12.2760 +0.074 735 - 785 12-2800 12.1925 123022 -26 12M2F -22 12s3eF -1.2 12! 
Belgium ol ryt oo ia 54.4090 §4.1035 S4AQ14 19 55.904 -1.8 55.9314 -11 126 0 Begum (BF) 363600 10.1685 410-790 363800301700 26485 -41 3672 -40 3728 -25 ce 
Denmark al stony 16 ae 11625 19.0085 710.187 -12 10.1685 -08 10.172 02 1146 Oenmak (hn G7B7S 40.029 850-900 GENO G.r485 GBBT -38 GBI75 -29 GSMS -17 
Fintand tr) Beeu? * aoe BASID 8.4354 =: - - : - 81.0 Finland (FM) 56734 +0.0004 684-783 5.6900 SE27S S.BBI -22 5dK9 -14 5.7209 -10 
France oy oem sno * - SAT7G BS340 BB7E2 -13 B801s -1.0 89055 -04 107.7 France FFA 6.9331 40.0217 316-7 Seun0 asg25 58514 -37 59791 -41 GOI -19 
‘Germany Dn a7. eyed Me = Abd ae eee 2614 -08 26159 08 20169 -12 12720 Germany O) (1.7574 10.0116 470-477 1.7480 1.7385 1.752 $31 1.7583 ~27 «(1.7765 -1.7 
Greeca 2) Ce aacust ‘ass 1.128 ecg ote = 8 - Greece (On) 250.550 +185 300-800 251.12) 208060 254.1 -17.0 2608-165 293.05 -170 
pri 1 a pores eles ee 10375 10488 -0.7 1.0467 -06 1.0893 -04 103.8 Iretand 02 (14303 =0.0105 263-323 1.4515 1.4350 14265 32 14004 28 14035 19 - 
ft} ie 5 aes 2548.90 2535.50 2551.98 -3.2 25635d -29 200791 -25 762 WW 170250) = +66 200-900 1703.50 165525 17104 ~56 17022 46 176355 -36 768 
Uusembourg a Aas sane + $09 54.4040 54.1035 544414 -1.9 54.5064 -18 548314 -09 1128 9 Linembourg = (UFr] 38.9000 «0.1695 410-790 26.3800 961700 36485 —k1 3072 30 S728 _2s 103.4 
Nathertand: oe +0. 241-266 29275 20080 29255 00 29203 O2 29145 04 Ti7.8 Netherlands @h (1.9568 40.0114 563-573 19610 1.9465 19607 -24 1.9864 -20 “1900 134 
Norway = 361 eae oust 14.2600 11.1740 (11.252 =1.7 112099 -05 112963 00 B47 Norway (NK) 7.5160 40.0008 150-170 7.5250 74590 753 -22 7.5537 -20 “13 50 
Portugal po} ae 1083 ~ 708 204.246 262.735 264.887 -6.1 267.057 -5.3 - - - — Pornugal Es} 176295 +0895 220-370 177.200 175.500 I77A9S -82 179665 -74 WTS -62 0 951 
Spain Gatun 468 B17 - 963 214.105 213.080 21460 41 «2187 -34 219.82 -28 844 = Span iw) 143.075 475 O50 - 100 143.200 142080 14985 -5 15.015 -55 1918 -13 © EDO 
rom me O.0745 482 - 672 12.1350 11.9975 12.0832 -25 12112 -18 127247 14 765 Sweden isk) B.1080 8.0085 80991 -50 81445 -39 are -29 0 aid 
Se a 1913 40.0108 902-924 21030 21752 21S 1.3 21 1.3 2ISS9 1s 1178 = Swdizertand «(SFT 14670 14510 1.4671 -1.1 1.4688 -08 1.9652 of 151 
- - : le pee ae - =. 826 UK 1 1492123014889 220 1315, ; 
i cgeetes *00081 a5 - 457 © 1.3Me0 13RB7 13s67 1.3 13S -10 1.9517 -05 - Eu 8 tivo toes 140 3? tae 31 stor 1,7 E 
a ees - + - - SAT - . . “oe "os 2s - 
‘Argentina = (Peso) 1.4950 -0.0045 47-953 1.5090 1.4940 - - = - - Argentina =— {Peso} 1.0002 0.9989 es ss - - 
Beez & oreaa9 48.158 328 - 529 622.000 608.000 - - - : - - Bri (Cr) 413.685 9 -#6.71 680-690 113.770 413.670 SS = os = : - 
Canada 4 0.0027 607-623 19745 1.9000 19688 1.7 19599 16 1.9407 1.1 82.6 Canada {CS} 13121 40.0022 118-124 33180 1.3170 1.3129 -O7 1.3138 -O5 191s -O3 ss9 
Menco (New Peso) 4.6033 -0.0149 410-456 4.6655 4.6100 - - - ~ Mexico tow Peso) 3.1060 + 050-070 31075 21045 21077 OF 31118 -O7 2128 ~06 - 
USA (5) 14950-0088 847-952 1.5030 1.4950 1.4921 23 148689 22 1473 15 S74 USA - : : - - : : 7 - « - 1029 
Pocttie/Miidie maniacs : Pacific/Middle East/Africa . 
Australia 2.1273 -0.0005 262-285 2.1415 21240 2.1258 08 21237 O7 DIRT 02 -  Aasiralia (AS) 1.4230 40.0041 225-735 1.4075 s 
1 5 . |. 2 : 1.41 1424 0.38 
Hong Kong (HAS) 17.5452 0.0388 425-479 11.8060 11.5380 115248 21 174913 19 114 13 - HongKong HAS) 7.7228 0.0022 223-533 7.7045 vee 2.7243 2 _ 
india. {Fi} 48.8968 -0.1451 819 - 082 47.1420 46.8670 - - - oo: - + = Indus Rey 31.3688 -0.0012 650 - 725 51.3725 31.3625 31.4488 : - 
dopan (¥) 166.254 -O.861 168-341 167.010 164.620 105809 32 164909 32 160919 32 1772 ®) M1210 O35 170-250 111,500 109.770 111.125 12 138.6 
Malaysia (MS) 4.1007 -0.0145 985 - 4.1160 4.0830 - - - - = Metaysia MMS} 2.7430 -Q0013 420-430 27970 27300 82.74 -us - 
New Zealand (NZS) 26387 0.0133 386-408 26605 2.6350 26409 -10 26199 -0.8 26457 -03 New Zeatand (NZS) 1.7651 ~0.0034 40-662 1.7735 1.7630 1.7664 -04 - 
Phitippines (Peso) 41.5597 0.1278 285-008 41.9194 41.3280 - - 7 oe - —-Phifgpines Peso} 27.8000 = S00 - S00 27.9500 27.6500 = 
Saud Arabia (SA) 5.6053 -0.018 96-070 5.6280 5.5950 - - -  - -  SaudlArabla (SA) 3.7495 40.0008 490-500 37515 37590 3.754 “oF - 
‘Swgapore 38) 23982 ~0.0154 971-003 24110 299530 - - - - re «SS} 1.0042 -0.0053 037-047 1.6090 15080 1.6029 -0G - 
SAfrica (Com; (A) 5.1090 -0.015 984-076 5.1270 5.0960 - + =. 8 -  SAlrcatCom) i) 3.4135 +0.0005 110-160 34190 3.40a0 3.4908 a4 - 
S Ainca (Fin) (PF) G.6853 10.0472 767-838 6.6580 6.5295 - - - - -  S Arica Fn) Fy 4.4050 40.045 000-100 44400 4.3800 «4492 -74 0 4485 -7.3 : - 
South Korea (Won) 1210.29 -5.07 996 - 051 1218,70 1209.00 - - - ~ South korea (Won} 809550  -0.9 500 - G00 810.400 809.450 81255 -44 s1acs -32 “31 - 
Taiwan (7S) 325047 ~2.1685 900 - 181 39.7100 30.4500 - = - - - Taiwan M13) 26.4250 = -0.03 200 - 300 26.4400 26.4200 264839 -2.7 T6005 -27 - : - 
Thaland (BY 96.1362 -0.1548 149-575 38.3270 38.0795 - 7 7 - — Thatand (BU 25.5100 -0.025 000-200 255200 25.4000 2555 -19 25605 -15 2583 -13 - 


‘table chow only the ast mee decimal places. Forward nates are nol darctly quoted 1> Tro market 
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Oy 2138 0.599 0.349 0.103 Got 109. G11S O42 1026 8405 0474 0.085 0.039 0.077 0059 653i 0U53 560 530 675 
wl 18.58 3470 aon 083 assy S701 1 9883 80.12 7313 4423 0749 0382 OG7O GSI1 5685 0.46 555 520 G75 
48.36 2324 284 262 1 Mus 1 WO73 1943 0800 1.745 1350 1480 1.197 SY 58 - 
fEs) 2062 3.851 9.365 0991 0396 9655 1.110 4264 100, 81.16 4575 0831 0379 O744 O567 6309 0510 3 53 - 
Pte) 2541 4765 4147 1.221 0489 (1190 1.387 5.255 1232 100. 5638 1.028 0.468 0.917 0699 77.75 0.629 8 8 - 
i) 45.07 A416 7.955 2168 Ges? 2110 2425 9220 2186 174 10 1817 0629 1606 1.240 1378 1.115 83 OS - 
(SF) 24.61 4.633 4.048 «1.192 0477 1162 1.535 5.1390 1203 97.63 5504 1 0.456 0495 0.682 75.90 OsEtd 501 481 - 
©) $438 1015 8870 2612 1045 2545 2925 11.24 2636 7139 1206 2191 1 1961 1495 1663 1305 500 483 - 
(8 27.72 5176 4523 1.332 0593 1298 1.492 5792 1344 1031 6.150 1.117 OSI0 1 762 84.80 0686 38°03 BESS. 
) 3636 6789 5.933 1.747 0699 1702 1957 7518 1763 1421 S067 1466 O669 1312 1 1112 0900 35038 BS 
™ 3269 61.03 6334 16.71 6284 15904 1759 6759 1585 128 7252 13.17 6013 11.79 6990 1000 9.088 2 of - 
4042 7546 G8585 1042 O77 1892 2175 8357 1960 1690 8967 1609 0763 1458 1112 1236 1 3% = 3y - 
‘Yen per 1.000; Danish Kroner, French Franc, Norwegian Kroner and Seredish Kronor par 10; Belgian Franc, Escudo. Lra and Pasets per 100. 2 18 2 
7 4 2 - 
8 D-MARK FUTURES (MM) DM 125,000 per DM Se 3 
: Open Setterice Change High Low —Est.vol Open int. 350k - - 
5730 05683-00048 0.6761 05681 so4g2 141,053 LONDON MONEY RATES 215 3.e4 - - - 
O5S711 8606651 «0.0049 OS57IT a5652 714 7.831 Jen 21 Over- 7 daya ‘One ‘Three Sx One 319 351 - - - 
- 0.5627 -0.0050 0.5680 0.6630 5 285 fight notice montn_montha months —_ywar a 33 - - = 
innerbank Sterting Slz-4  Sg-5 S-Sa SK - SA Se- 5a SL 5K i = ~ - . 
¢ is ‘2 * a ‘3 Momth US Th B4 Yieid 201 Primo Past $ LIBOR imecbank rm ered 1383 tor 
1m SWI8S FRANC FUTURES (IMM) SFr 125.000 per SFr Steding CDs + SH Sf Sie Sle Gib Sta Sly Gis Som qured to tie monet by fow relweroe oumna af Ham each wong dar, The barns we 
Treasury Bats * S -5 5. ait . : Bankom Trust, Bonk of Tokyo, Barclays and National Westmans:or. 
= Mor 0.6860 0.6808 0.0052 0.6883 0.6805 25,936 38,215 Bank Bile : - Sre- Sl Sh-Sic 5-41) - Mid rates ora chown for the domestic Money Fixiea, US $ CDs and SOR Linked Depouts ‘Dy’ 
jun 0.6872 0.6802 0.0052 0.6876 0.6799 = Bt 563 Local authonty deps. 412-41) 5%-5 5-54 SR- Sis 54- Sle 5 - Se 
Sep - 0.6807 -0,0052 - - 1 23 Discount rraiket deps. 512-412 5%y-5% = - : : - EURO CURRENCY INTEREST RATES 
UK clearing bank base lending rate Stz per cent from November 23, 1983 ant See ee Oe eee tang ee 
1 JAPANESE YEN FUTURES {1¥M) Yen 12.5 por ‘fen 100 Uptot 18 36 68 gaz ; —— 
month months months —_morths Belgan Franc 7-7 Tha Ty Te 7th Te- Tig 
Open Settprice Change = High Low Estvol Open int, Danich Krone 7e-7 Ge-Gl: 6-64 
0.8091 «0.8975 0.0017 09118 0.8973 19,228 «98444 Carts of Tax dep. (£100,000) 1% a 4 34 a4 DeMark Bh-6 64-6k “6: 
0.9100 09007 -D0NS 09150 0200 685 B70 Cans of Tax dep, under £100,000 2 2h epee wie br oh tre Dutch Guider 58-5 SI 5 Sik « Sly 
: londer rale of acount Export Finance, Make up day December : A : 
: ee ee ee ears ae = Sir 198d. geod ste for povod ton aa 1904 Fania To Scemes HA Metsne Reeeae wo | Frown = Gy Gls G82 Gi - Gis 
pee i is'pmod Ske, 101 to Bac SY, Scberns W 8 V3attex France Fem Bos Rss Sc Portuguese Esc. eas 3 at ye ae 
7 © mf STERLING FUTURES (MM) £62,500 per E z bso a g 5 
: fae oer BANK OF ENGLAND TREASURY BILL TENDER Sint” ice aoe ‘ 
: 1.4922 «1.4872 0.0056 14976 «1.4884 «19,888 43,171 intl imi ta2) imi Gan Dobe 443% 3B a4 3% 
: 1.4904 0.0058 1.4910 «1.480037 1,018 tebe 22d 3k oe 
: 0, . $4750 0.0082 1.4850. 1475000 4-1 40M% 45% ina 0-8 Ok-8 Bhim 
co. Tat" Na7aé ‘0.0066 © 1.4820 1.4730 7 10 ABUOS 49096% ies % 3 
Gon dex heey Roa He HEHE 
n= 2ly Ty-22 Bz - 2p 
SS PUMLADELPHIA SH £/$ OPTIONS £31.250 (cents per pound} 200m 200M snort term roles ore call for he US Dolor and Yen, others two days" neue 
Ste ——— CALS -————~ PUTS 
- Price Feb Mor Apr Feb Mar Apr Mf THREE MONTH EURODOLLAR (MM) $1m points of 100% 
sot a0 8.95 a7e ars 7 0.08 0.30 Open Settprice Chango High = Low = Est. vol. Open a. 
be} corey Meee: ere ao ae | ges FT GUIDE to WORLD CURRENCIES | im pound in New York Mar Pe <e 
1.500. . 214 2.64 327 1.58 132 217 ‘The Fes rH to ons Solari = Prev, close = a awe on a mane a a on a 
4 OTS CU Ce” aaa, eee aay today’s exsian. = = Dee 970 SES O03 95.72) 56S | 35,600 201.836 
Previoum day's vol, Calle 38,820 Pute 19,450 . Prev. day's open int. Cass 520,000 Puts 482,031 eats la -US TREASURY SILL FUTURES Gi) Sim per 100% 
; Mar gees 98.93 : 9885 9692 1,175 25,981 
: aun 9669 «8668 O01 | 98.69 hE7 SBS, 
STOCK EXCHANGES % 8S Re fa BS &% i bs 
AD Open interest figs. are ke prowous cay 
FRIDAY JANUARY 21 1994 < [THURSDAY JANUARY 20 1884 —~- ——~ DOLLAR INDEX BANK RETURN 
Figives in Us ‘@chg Pound Local Local % Gross us Pound Local fear Wednescay Increase or 
show number Dok skce Steling Yen DM chg from OW. Dollar Stering Yen DM Currency 199084 195055 ago 19, 1094 decruase tor week 
den Index 31/12/83 index Index Index Index 31/1293 Yield indos _Index Index index High Low {anprag © SANKING DEPARTMEN —st - meet 
Avira 8 WOT 12528 161.85 16864 31 305 17900 177.86 12680 162.35 16276 17990 11812 118.12 Capit 14,553,000 
est Ammenne as 2 erat 19285 17167 171.31 25 093 191.56 189.39 13502 17287 17260 191.92 13409 13409 Public deposts 4,019,754,015 -284,018,610 
B 92.89 6154 194.51 14797 14606 0.7 394 16428 16242 115.80 14825 146.62 166.01 137.77 137.77 Bankers 1,441,941,966 ~3,062.348 
| aonnnerenee 142 52 14162 10039 12973 13568 42 247 14470 14305 101.99 13058 13725 14531 11141 111.41 Reserve and other accounis §,493,229,203 +832,652.67 
a 6S 26132 18523 29037 24325 65 093 26052 26547 18927 24232 24883 26946 195.66 203.96 70800A76.165 SMaTTLIDO 
179 MATL 10215 19200 17201 158 O60 4EsT 45.24 odes 1257 17398 veaor $5.50 87.81 Assats ; : wee 
a : 17393 12329 16952 16322 0.1 285 177,02 176.01 12478 199.75 1641 16 14290 147.1 ‘ 1 ' 009 
:* cho sro ‘ous 11719 11719 -74 178 137.86 72037 9295 11899 1iRe9 142.28 10556 10062 Govemment secumtca arsaaearia;? naan 
“38 46833 39055 427.16 46621 40 239) 461.56 456.53 32534 41653 457.77 $06.56 22577 237.12 — Premge, equipment and other Secs “sa6.440.210 1,203,166 
721 20582 14589 19863 20445 104 272 207.17 20482 146.03 186.96 20260 207.53 12929 13888 Notes BST6A73 2713218 
-o2 6787 4811 6217 8701 -08 1.869 6818 G740 4808 6153 8635 7893 5521 GO42 Colm 368, 24515 
91 140.73 9975 12891 9975 87 O82 13068 198.10 9846 126.06 9846 16591 10097 101.47 = —— 
-184 47880 33999 43859 51009 -169 142 477.55 47214 336.61 430.96 50873 G21.63 268.19 260.14 10,968,478,185 +5457 17c0 
2.5 242689 1720.26 2223.03 6310.32 25 6.61 2397.46 2970.25 1689.89 716351 8141.63 2457.89 1410.30 1665.35  'SSUE DEPARTMENT 
21 201.69 14296 18475 181.63 28 282 20025 20095 14327 18242 18047 20367 153.15 15379 Debmiles 
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MONDAY 


Japanese coalition crisis 


Members of Japan's ruling coalition 
meet the apposition Liberal Democratic 
Party in an attempt to revive the politi- 
cal reform bill, crippled by a defeat 
in the upper house of parliament on 
Friday, Prime minister Morihiro Hoso- 
kawa hopes to persuade the LDP to 
form a joint panel of the upper and 
lower houses of parliament to agree 
to a watered down version of his four 
reform bills. He has given himself until 
the end of the parliamentary session 
on January 29 to get the bills through. 
Mr Hosokawa said he would still 
attend the US-Japan summit in Wash- 
ington on February 11, to conclude 
talks on opening Japan's market to 
imports. Three Japanese vice-ministers 
meet their US counterparts in Washing: 
ton today for critical talks on the bilat- 
eral “framework” trade agreement. 


Patten seeks approval: Chris 
Patten, governor of Hong Kong, attends 
a@ meeting of the British Cabinet's Hong 
Kong sub-committee. The governor 

is expected to seek approval to push 
ahead with his democracy proposals 

in the form of a second bill ta be put 

to Hong Kong’s legislature in March. 


US-China talks: US secretary of 
State Warren Christopher meets Chi- 
nese foreign minister Qian Qichen 

in Paris. They will follow up treasury 
secretary Lloyd Bentsen's talks in 
Beijing last week. The US has said 
China's human rights record must 
improve if it is to retain its most 
favoured nation trading status. 


The Council of Europe holds its 
winter parliamentary assembly from 
Monday to Friday in Strasbourg. The 
main topic is the conflict in former 
Yugoslavia. Thorvald Stoltenberg, 
the UN mediator, speaks on Tuesday 
and Israeli prime minister Yitzakh 
Rabin on Friday. 

Delegations from the parliaments 
of the Council's 32 member states will 
also debate plans for new applicants 
after receiving applications from Rus- 
sia, Ukraine, Albania, Belarus, Croatia, 
Latvia, the former Yugoslav republic 
of Macedonia, and Moldova. Entry 
depends on candidates passing the 
test of free and fair elections and show- 
ing respect for human rights. 


Greeks debate Macedonia: 
Andreas Papandreou, Greece's prime 
minister, opens a debate in parliament 
on the dispute with the neighbouring 
former Yugoslav republic of Macedonia 
over its choice of name. 

Papandreou shifted his position last 
week, saying Greece would be willing 
to hold direct talks with Macedonia 
under UN sponsorship. Greece accuses 
Macedonia of harbouring territorial 
claims against the northern Greek 
province of Macedonia. 


Lebanese PM Rafiq al-Hariri is due 
to start a three-day official visit to 
London. He will hold talks with John 
Major, the prime minister, and Douglas 
Hurd, the foreign secretary. 


Other economic news 


TUESDAY 


Clinton’s state of the union 


US Congress reconvenes after its 
winter break. In the evening, it will 
hear President Bill Clinton's second 
state of the union address. Clinton, 
troubled by Whitewater investigations, 
but rising to new highs in opinion 
polls, will lay out in his televised 
speech a heavy domestic legislative 
programme. It will be topped by health- 
care reform, but also includes anti- 
crime initiatives, welfare reform and 
worker retraining. 


Aigerian reconciliation: The ruling 
High Council has called a “national 
conference of reconciliation” in Algiers 
to try to end an increasingly bloody 
conflict which has left more than 3,000 
dead. The Council has been running 
the country since the cancellation 

in January 1992 of elections that the 
now-banned Islamic Salvation Front 
{FIS) was poised to win. Most opposi- 
tion groups will boycott the conference. 


French Communist conference: 
The main task 
at the party’s 
28th congress 
(to Jan 29) is 
to chose a suc- 
cessor to chair- 
man Georges 
Marchais, 73. 
The veteran 
hardliner (left), 
is to step down 


him will be critical in prcliare 
whether the ailing party will become 
a force in French politics again. 


Banesto rescue: The Governor 

of the Bank of Spain meets the presi- 
dents of Spain's big banks to discuss 
financing a rescue of Banesto, the bank 
whose board was sacked by the Central 
Bank on December 28. 


Portuguese strike: Portuzuese 
civil servants, doctors and teachers 
have called a national one-day strike 
in protest at proposais by prime minis- 
ter Anibal Cavaco Silva's centre-right 
government to limit 1994 public admin- 
istrative sector pay rises to 2 per cent. 
Transport workers also plan stoppages. 


Union ban anniversary: Today 

is the 10th anniversary of the British 
government's ban on trade union mem- 
bership at the Government Communi- 
cations Headquarters (GCHQ). the 
surveillance centre at Cheltenham. 
Unions plan a march and rally there 
on Saturday. 


Scott inquiry: British foreign 
secretary Douglas Hurd follows his 
predecessor Geoffrey Howe, and prime 
minister John Major in giving evidence 
to the arms-for-Iraq inquiry by Lord 
Justice Scott. 


Burns Night: Scots of all nations 
will be marking the anniversary of 
the birta of Scotland's national poet. 
Robert Burns in 1759, with generous 
helpings of whisky and haggis. 


WEDNESDAY 


Irish budget Day 


Bertie Ahern. 
finance minis- 
ter (left), should 
have much 
more room 
for manoeuvre 
in framing 
his budget 
than in previ- 
ous years. He 
is favoured 
by buoyant 
tax returns 
in 1993, promising growth prospects 
for 1994, and additional receipts from 
privatisations, Mr Ahern is under pres- 
sure to reduce income tax and employ- 
ers’ social insurance contributions. 
Specific job-creation measures are 
also expected. 


Southern African development 
Ministers and officials from the 10- 


member Southern African Development 


Community (SADC) meet in the Bot- 
swanan capital, Gaborone, to discuss 
funding with donors. On Thursday 
and Friday they discuss strategy. 

SADC, whose members are Angola, 
Botswana, Lesotho. Malawi. Mozambi- 
que, Namibia, Swaziland, Tanzania, 
Zimbabwe and Zambia. is at a cross- 
roads. It transformed itself 18 months 
ago from a co-ordinating conference 
into a development community com- 
mitted to closer economic integration. 
Its next task is to formulate concrete 
strategies, especially on trade and 
investment. 

Delegates will also contemplate the 
economic implications of majority 
rule in South Africa after April 27 and 
the likelihood that South Africa will 
become its Lith member. 


German economy: 
Fi Gunter Rexrodt. 
Germany's 
economics min- 
ister (left). 
will present 
to the cabinet 
his annual 
1994 report 
4 on the state 
of the economy. 
The report 


more optimistic than that of indepen. 
dent analysts. 


Holidays: indian Republic Daz 
imarkets, banks and government 
offices closed} Chief guest at tie festiv- 
ities is Singapore prime minster, Goh 
Chok Tong. India hopes his visit wilt 
bring improved trade and investment 
relations with the south-east Asian 
dragon economy. 

Australia Day umarkets closed). 


FT Survey: Mobile Computing. 
Portables are more thar an accesso-y 
for power dressers, but they still lack 
sufficient battery power. 


THURSDAY 


Spanish general strike 


Spain's two digest trade unions hold 
a oneday national general strike in 
protest at the Socialis: government's 
plans to reform the !2bour market 

so make it esi hire and fire staff. 
Transport is likely to be badly hit and 
Stopaages will probably be widespread. 


Bank of France meets: The newly 
independent Bank of France holds 

2 council me 5 to set the bank's 
mnosstary policy targets for the current 
year. 

Unfortunately, the meeting could 
not come at a more difficult time. 
France. according to the Balladur gov- 
ernment, is creeping out of recession, 
buiz economic indicators for the past 
few months - and forecasts for the 
coming year - are very mixed. 

This will make the task of setting 
targets more than usually complicated. 
Lithuanian president Algirdas 
Brazauskas is ro meet European Com- 
mission president Jacques Delors in 
Brussels. Lithuamza will also sign up 
to Nato’s “partnership for peace” plan, 
becoming the first state in the former 
Soviet biec to do so. Russian President 
Boris Yeltsin has warned the west 
that eastward expansion of the western 
defence alliance will oniy encourage 
a nationalist backlash within Russia. 
EIB results: The Euronean 
Investment Bank publishes its results 
for i963 and a review of its current 
operations. Watch out far clues on 
how the fast-growing EIB intends to 
follew up the European Union's agree- 
rient to invest more in a trans- 
European networks in roads, rail and 
telecommunxications. 


Davos economic forum: Yassir 
Arafat, Shimon Peres. Helmut Kohl. 
Haas Tietmeyer. Viktor Chernomyrdin. 
Lee Kuan Yew, Berazir Bhutto, P.V. 
Narisimha Rao. Kenneth Clarke and 
scores of other top politicians join 
hundreds of business leaders and aca- 
demics 2: the Swiss ski resort of Davos 
for a weekend of seminars with the 
modest aim of “redefining the basic 
assumptions of the world economy” 
{to Jan 32). 

Tae gathering, known as the annual 
meeting of the Worid Ecoromic Forum, 
2iso enadles the participants to indulge 
ia skiing. public posturing. private 
conspiring and seneral networking, 


uty 


Social Trends, -he annua! 
compendium of British social statistics. 
is published. It will focus on low- 
come households. 


FT survey: FT Exporter. Exporters 
across the giode now face bnghter 
prespects. fcliowins a year of feeble 
growth is the incustrialised worid. 





Statistics to be released this week 
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FRIDAY 


Vote on phone-tap scandal 


Greece's parliament votes on whether 
former prime minister Constantine 
Mitsotakis should be prosecuted by 
a special court on charges of ordering 
illegal phone-taps of political rivals. 
The debate comes as Mr Mitsotakis 
faces the possibility of another embar- 
rassing court case. The Culture Minis- 
try has accused him of adding artefacts 
looted from graves on Crete to his 
private collection of antiquities. 


Zambian budget: Finance minister 
Ronald Penza presents his 18954 budget” 
against a deepening crisis. Last year's 
budget promised tight controls on 
spending, brig reductions in the money 
supply, and 10 per cent inflatton by 
the end of 1993. These targets have 
been missed, and austerity potictes 
will have to continue. Allegations of 
cabinet-evel corruption have led to 
resignations and dismissals, while 
donors are threatening to withhold 
aid untess Lusaka cleans up its act, 


Banco Latino, Venezuela's second 
largest commercial bank, run by the 
government after failing on January 
1. re-opens to start repaying small 
account holders up to US$930 each. 
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WEEKEND . 


South African dlesenters. 


On Saturday, the white right wing - 

plans to announce a transitional i 
buthority torivalthe Transicinnal. of 
Executive Council, the multiparty =” fem 
body i rad aa ai 


place in Atlanta om Sunday. 


Compiled by Robert Anderson and 
Patrick Stiles, Fox: (+44) (0071 873 S194 






































Monday: The Confederation of Dey Economic Median Previous Day Economic Mesian Previous 
British Industry produces its Relessed Country Statietic Forecest Actual Released Country ‘Suatiatic Forecast Actuat 
quarterly economic trends sur- Mon UK GBI quarterly industrial trends Japan January Tokyo CPi" +1.3% +1,3% 
vey, 2 far-reaching report on 
manufacturing industry, which Jan 24 Canada November retail sales* +0.6% +0.195 Japan Jan Gri exctucing penshables* +1.3% +1.1% 
should confirm that the Jues US December existing home sales — $4.21m Japan December nabonal CPI™ +1.1% +0,9% a: 
tae ieee the Ho teariec ok Jan25 US January consumer confidence 85% 80.2% Japan December excluding penshables™ +0.8% 40.9% 
this year. It should also show Japan November income — workers** - 0.7% Japan December unemployment rate - 2.8% 
a eae pressures Japan November coincident indax - 20.0% Japan December industrial production  -3.2% +1.8% 

Tuesday: November con- dapan November leading diffusion index — 20.0% Japan December shipments = 104% =e 
Gres for the UE ate releaset. x ———— — = — 
Recent figures have shown an Thu us December durable orders +1.5% +1.9% France November trade belance FF¢6.Sbn Frr@.7bn 
improvement in the construc- 2 of 
tion market, and industry will = a7 US ae See aetne Canada ___November employment eamings’ _+1.3% 10.8% Sen esas 
watch today’s figures to check us Initial claims w/e Jan 22 360,000 380,000 UK November non-EU trade balance -£700m -£767m 
rey ,the gains have been us State benefits w/a Jan 15 = 2657m New Zealand December trade balance = -NZS70m 

Friday: US GDP is forecast to us Monetary statistics for w/e Jan 17 During this week... . 
have risen an annualised 5.2 December retail sales** i r 
per cent in the fourth quarter, Japan : - ; A1% 6.9% Germany January cost of living (prefim)" +35% +3.6% 
while in the UK, non-European Australe Dec motor vehicle registrations =1.2% 47.4% Germany December import prices™ 1.0% “1.459 
Union trade figures are fore- Australa Fourth quester CPI 2.2% 42.2% Germany December 
cast to show another slim nar- - 7 - ee ailaiad The new 1994 Hewlett-Packard 
rowing of the deficit. MP Nick Canada December industria} production’ 40.1% 40.2% Raly November global vade balance = +L1.Str +L0.8tr 
Budgen' private member's bal Canada Dec raw materials price index” 1.8% “2.3% aly November EU trade balance +L1.00 oLt3tr workstations and servers. 
seeking greater autonomy . 
the Bank of England gets a sec- Friday US Fourth quarter GDP advance 45.275 +2.9% ltaly Dec foreign exchange reserves Lad.8tr L83.5tr 
ond reading. Jan 28 US th quarter GDP deffator advance +2.4% 1.6% Belgium id -RISC” e 3 

France produces its visible us ar * S = seme Gt 12% s21% PA systems (starting at £3490) 
trade" balance figures for December export price index = +0.2% Spain December PSBR -Pr28506n -Pra260.5bn that o tperform the rest" . 
November. In October, aes US December import price index - 0.7% Spain December trade balance -Prai84.Son -Prazeobn ne whe 
was an impressive FFr8.7bn . i : “he as 
ae earaitie the on Us December bank credit = -Aa% Seeden December PRE Box Tate to an extent that’s almost frightening. __ ve 
producing a large fall in us December C8! leans - +1.2% Finiand December trade balance FM1.9bn FM2.06bn : aaa " 
imports. Much the same pic- us ye - . = 5 : Sgt tee 
ture is expected for November. january Michigan sentiment final =~ 95.8% ‘month on month, “"year on year Statistics, courtesy MMS Intemational. Request your Morse Data Pack . igh ee 

including a handy one-page Shs, PD 
ACROSS - DOWN MONDAY PRIZE SSWORD Busy Executive' " 
1 Strong and healthy - or alter- 1 Still ina terrible Duster (7) mae one 2 Executive's Summary. 


natively bankrupt (6) 

4 Ships, and in them, pirates (8) 

9 Point a fair way out for an 
excursion (6) 

10 It's therapeutic to see the 
priest about tea-time (8) 

12 A piece from the Financial 
Times about scrap dealers? 


«&) 
13 End VAT for the me before 
Christmas! 


t 46) 

15 Expression used to attract 
attention (4) 

16 It’s sad but courage is needed 
as a policeman (10) 

19 Note AB isn’t represented, 
refusing to vote (10) 

20 Gravity-free network (4) 

23 A quick reply from the labo- 
on i le pupil? ¢ 

25 A bright little pupil? (5,3) 

27 On the wrong side where 
banks are concerned (23,3) 

28 Leading Cuban actors in play 


(8) 

89 Not an odd tune for a church 
service (8} 

830 Loves one so dear perhaps (6) 


2 Wild animals have to rub on 
trees (9) 

& Fugit in an organised tour 

feht in an organised tour 

6 The daughter's offspring Is a 
great lad (8) 

7 This is one form of distur- 
bance (5) 

8 She is given two articles set 
in a case (7) 

i cet way to increase prices 


14 Shy indeed. but lured into a 
trap (7) : 
Ww pees @ constant wortier 


18 They fight, though they're 
not boxers (8) 
1 Gransport essential to divers 


21 One's mad to mix spirits (7) 
22 Potato Ring (6) 

24 Turn it over to the church (5) 
26 Forest administrator (4) 








No.8.361 Set by DANTE 


A prize of a Pelikan New Classie 390 fountain pen for the first correct 
solution opened and five runner-up prizes of £35 Pelikan vouchers will be 
awarded. Solutions by Thursday February 3, marked Monday Crossword 
8,361 on the envelope, to the Financial Times, 1 Southwark Bridge, London 
SE1 SHL. Solution on Monday February 7. 


Name....... 


ne Hollis, Hatfield, Herts 
R. Dick, London Ell 
5 Fathead, Amersham. Bucks 
ae Minto, London SES 
M. Scott, Biythew ‘cod. South 
Carolina. U! 


T.A, Veitch. Rilndown, Kent 











Solution 8,349 
(aja ]sle[n|T MBPIRIO[Te/SIT]s] 
Hosea oaA ae 
[PIRIO|PIAIN/EMES|T/Ele/RIe{R| 
[RMR | G0 0 @ 
lAlN[T]( MECIAINIDIEIL|A[6] RA) 
Poeaeoaa et 
fS/UIR|DELR MM OINIE|N)E/S/S} 
888 oo Bea 
JA/DIHJE[R[E/AMM S| TIA)NICIE| 
Cer sms] 
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Of broking and jobtung the Pelikann's femal: 
See howe sievetly he puts your word unite bond. 

















